Volume XXVIII Number 5 


nee- 


W& 


The Journal 


Political Economy 


PUBLISHED BY THE UNIVERSITY OF CHICAGO 
IN CO-OPERATION WITH 
THE WESTERN ECONOMIC SOCIETY 


MAY 1920 


Research in Collegiate Schools of Business Horace Secrist 


Scope and Content of a Course in Marketing 


Melvin T. Copeland 


Proposals for the Taxation of Wealth in Great Britain 
Alzada Comstock 


Chicago Labor in Politics 1877-96 |= Edward B. Mittelman 


Notes 
The Industrial Conference Willard E. Atkins 428 


Book Reviews and Notices 


WiLLouGHBy’s Government Organization in War Time and After (Wright), 437.—Leacock’s The 
Unsolved Riddle of Social Justice (Ayres), 439. 


THE UNIVERSITY OF CHICAGO PRESS 
CHICAGO, ILLINOIS, U.S.A. 


THE CAMBRIDGE UNIVERSITY PRESS, Lonpon 
THE MARUZEN-KABUSHIKI-KAISHA, Tokyo, Osaka, Kyoro, Fukuoka, SENDAI 
THE MISSION BOOK COMPANY, SHANGHAI 





May 1920 Vol. XXVIII, No. 5 


The 
Journal of Political Economy 


Editors 
JOHN MAURICE CLARK, Managing Editor 
NATHANIEL WARING BARNES LEON CARROLL MARSHALL 
JAMES ALFRED FIELD HARRY ALVIN MILLIS 
CHARLES OSCAR HARDY HAROLD GLENN MOULTON 
J. LAURENCE LAUGHLIN, Emeritus CHESTER WHITNEY WRIGHT 


Advisory Editors 
(The Officers of the Western Economic Society) 


SHAILER MATHEWS, President 
GEORGE E. VINCENT, Vice-President FRANKLIN MacVEAGH, Vice-President 
HAROLD G. MOULTON, Secretary CHARLES L. HUTCHINSON, Treasurer 


The Journal of Political Economy is published monthly, except in August and September, by the 
University of Chicago at the University of Chicago Press, 5750 Ellis Avenue, Chicago, Illinois. { The 
subscription price is $3.00 per year; the price of single copies is 35 cents. Orders for service of less than a 
half-year will be charged at the single-copy rate. { Postage is prepaid by the publishers on all orders from 
the United States, Mexico, Cuba, Porto Rico, Panama Canal Zone, Republic of Panama, Hawaiian Islands, 
Philippine Islands, Guam, Samoan Islands, Shanghai. {J Postage is charged extra as follows: For Canada, 
30 cents on annuai subscriptions (total $3.30), on single copies 3 cents (total 38 cents); for all other 
countries in the Postal Union, 42 cents on annual subscriptions (total $3.42), on single copies 5 cents 
(total 4o cents). § Patrons are requested to make all remittances payable to the University of Chicago 
Press in postal or express money orders or bank drafts. 

The following are authorized to quote the prices indicated: 

For the British Empire: The Cambridge University Press, Fetter Lane, London, E.C. 4, England. 
Yearly subscriptions, including postage, 15s. 6d. each; single copies, including postage, 1s. 11d. each. 

For Japan and Korea: The Maruzen-Kabushiki-Kaisha, 11 to 16 Nihonbashi Tori Sanchome, 
Tokyo, Japan. Yearly subscrip‘ions, including postage, Yen 6.85; single copies, including postage, 
Yen o.8o. 

For China: The Mission Book Company, 13 North Szechuen Road, Shanghai. Yearly subscrip- 
tions, $3.00; single copies, 35 cents, or their equivalents in Chinese money. Postage extra, if mailed 
direct outside of Shanghai, on yearly subscriptions 42 cents, on single copies 5 cents. 

Claims for missing numbers should be made within the month following the regular month of 
publication. The publishers expect to supply missing numbers free only when losses have been sustained 
in transit and when the reserve stock will permit. 

Business correspondence should be addressed to The University of Chicago Press, Chicago, Ill. 

Communications for the editors and manuscripts should be addressed to the Editors of THE JOURNAL 
oF PotiticaL Economy, The University of Chicago, Chicago, Ill. 


Entered as second-class matter, January 16, 1893, at the Post-office at Chicago, Illinois, under the Act of March 3, 1870. 
Acceptance for mailing at special rate of postage provided for in Section 1103, Act of October 3, 1917, authorized on 


July rs, ror8. 





ee 


Day age” 




















x 
hea 
¢ 
= _ 
é . 
ig 
. 
€ 
. = 
A . 
< 
° 
° 
i 
> 
s 
* 
. , 
s * 
: 
a 
7 
4 
¢ 
. 
. 


THE JOURNAL 


POLITICAL ECONOMY 


VoLUME 28 May 1920 


RESEARCH IN COLLEGIATE SCHOOLS OF BUSINESS: 


I. INTRODUCTION 


The problem of research in collegiate schools of business may be 
approached from two points of view. Broadly, they may be put 
thus: first, what are the standards to which research in business 
must conform; and second, why, if at all, and under what cir- 
cumstances and conditions should collegiate schools of business 
undertake research in an organized manner through a separately 
established department or bureau ? 

There is little occasion before this Association to enumerate 
the different steps in research, or to discuss at length the standards 
to which research in business must conform. In view of the 
so-called research activities of private establishments and com- 
mercial agencies, however, and the contentions of the second part 
of this paper, that collegiate schools of business should organize 
separate research departments, it will, I hope, not be considered 
as an act of supererogation to review briefly the minimum require- 
ments which must govern in business research. 

The majority of teachers of economics and business, perhaps, 
have come to their positions after having themselves undertaken 


*A paper read before the meeting of the Association of Collegiate Schools of 
Business at Chicago in May, 1920. 
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research studies culminating in doctorate theses. The require- 
ments established for such products are fairly well standardized 
and imposed. Not all teachers of business subjects, however, have 
met the tests imposed by an extended period of rigorous educa- 
tional training, and not infrequently these same individuals are 
teaching courses the subject-matter of which is largely descriptive. 
There is a strong demand for instruction in practical and vocational 
subjects, and not always a supply of teachers nor a body of knowl- 
edge with which to meet this demand in a satisfactory and scientific 
manner. 

The content of a course in business has been fully discussed 
before this Association and there is little occasion for me to raise 
the issues involved, let alone attempt to discuss them. My only 
reason for mentioning them in this place is to secure a background 
against which to outline the two phases of business research to 
which I have alluded. Neither is it germane to my purpose to 
settle the question as to the functions of schools of business, but it 
is suggestive, under the topics to be discussed, to keep the problem 
constantly in mind. 


Keeping before us, therefore, the teacher, the student, the 
subject-content of business courses, and the functions of schools of 
business, the discussion may proceed to the central themes of the 


paper. 
II. STANDARDS TO WHICH BUSINESS RESEARCH MUST CONFORM 


In order to make clear the purpose of the discussion under this 
heading, and to relate it to the viewpoint supported relative to 
research work in collegiate schools of business, it may be necessary 
to anticipate the writer’s main contention regarding research. 

The stand taken is that organized research in such schools is 
preferable to individual research, per se; that the instructional 
staff, the student body, the school, and business profit most under 
such conditions, and that the organization problems to this end 
are not insuperable. The obligation to train students in the 
elements of scientific methods and to acquaint them first hand 
with business problems, as well as the opportunity to render service 
: : to business is acknowledged. Business can be made a laboratory 





RESEARCH IN COLLEGIATE SCHOOLS OF BUSINESS 355 


in which school, faculty, and student resources are mobilized for 
mutual benefit. 

Because the full meaning of scientific method and its application 
to economic phenomena are so little understood by students, and 
until lately, even if now, so little appreciated by business, I have 
taken the liberty of summarizing in some detail the standards to 
which all research must conform. 

Research implies both a point of view and a method. The 
point of view involves an unconditional demand for the truth; 
the method requires intelligent observation, scientific measurement, 
impartial analysis, logical inference, and sincere application of the 
conclusions reached to the problems to which the facts and observa- 
tions apply. 

Scientific method has been defined as a state of mind, and this 
is probably a true characterization if the condition is added that 
the point of view which it represents is consistent in seeking the 
truth, and in being guided by facts, not at one time, in one place, 
or under one condition, and of ignoring them when it becomes 
advantageous or when they are difficult to determine, but in all 
places, at all times, and under all conditions. To the fact analyst, 
imbued with the spirit of scientific method, facts are facts. They 
are welcomed for the truth which they contain. The attitude 
toward them and the changes which they make imperative, or 
toward the beliefs or customs which they challenge, is positive, 
receptive, and open minded; not negative, doubtful, and hesitant. 
It is not a little truth, but the whole truth, which is wanted. The 
essence of science is not so much in its content, nor in its product, 
as it is in its method. : 

The standards to which business research must conform may 
be grouped under the following heads: (1) those which concern 
the qualities of units of measurements or observation; (2) those 
which control the method by which the units are applied in the 
collection or summation of data; (3) those which govern the 
methods by which classifications and combinations of data must 
be tabulated or recorded; (4) those which relate to the graphic 
presentation of data; and (5) those which concern interpretation 
and the assignment of cause-and-effect relationships. 
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d) The details in statistical tables should be mechanically 
accurate, their grouping and arrangement consistent, logical, and 
serviceable, and the order in which they appear emphatic. 

4. Standards relating to the graphic presentation of data.—The 
excuse for the use of graphics in business research is largely if not 
wholly their universal appeal. Graphs speak a common but 
frequently an inarticulate and confused language. There is an 
attractiveness about them which is alluring but often deceptive. 
Their appeal is visual and instantaneous, not necessarily reasoned 
and reflective. 

Distinguishing between rules for graphic presentation and the 
standards which give pertinency to the rules, the following standards 
may be formulated: 

a) A fact and the form of its representation should agree. By 
this single standard, deception, whether resulting from a confusion 
of the apparent with the real or of the superficial with the funda- 
mental, is fully provided against. The object of business, like other 
research, is the establishment or determination of truth. Standards 
for graphics provide for their use in influencing men but never in 
deceiving them. 

b) Graphic forms should be selected according to their psycho- 
logical appeal and their ease of comprehension, care always being 
taken not to violate the first standard. 

c) Graphic forms should be chosen in accordance with (1) the 
form and complexity of the subject-matter illustrated, and (2) the 
type of consumer for whom they are intended or the purpose which 
they are designed to serve. 

d) Graphic figures should be drawn as accurately as a visual 
representation will permit. Accuracy, of course, is never absolute. 
In graphics, the realization of relative accuracy of each part and 
of the totality is the standard set. 

5. Standards relating to the interpretation of business data.—All 
forms of research involve an application of scientific method. But 
business research offers peculiar difficulties. In far too many 
cases, it is undertaken for profit and influenced by conditions of 
profit. It is seriously undertaken today and overthrown tomorrow; 
adopted in one line of endeavor and scouted in another. It is 
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undertaken by fits and starts, first welcomed and then dismissed. 
The results are too frequently given a narrow interpretation and 
are restricted to purely inside affairs without an appreciation of 
their intimate relations to outside facts. Business and industry 
are too often considered as made up of independent units or as 
involving separate problems, sections or individual aspects of 
which may be studied separately, and the facts concerning them 
independently interpreted. For instance, those engaged in re- 
search in time and motion studies have only lately, if they have 
now, come to appreciate that men, not automatons, are under the 
microscope. 

Business is complex and the interpretations which are given to 
business facts must be thought of as relative. To look for a single 
meaning in, and to expect a single consequence to follow from, a 
group of business facts is to be grossly unscientific. 

Given a related group of business facts, having been collected, 
classified, combined, and graphically expressed according to the 
conditions which have been formulated, to what standards must 
an interpretation of them conform? To fail to attach meaning 
and significance to them as bases for business policy and foresight 
is simply to accentuate the all too prevailing practice of leaving 
untranslated into business standards and principles the myriads 
of facts daily growing out of, or experienced in, business relations. 

Certain fundamental standards of interpretation follow: 

a) Truth is the end sought; error is not to be disguised, false- 
hood tolerated, nor preconceptions favored. 

b) Comparisons can be made only between things, conditions, 
times, and places having common qualities. 

c) In interpretation, facts must always be referred to conditions 
which can produce them. 

d) Interpretation should extend to an explanation of the past, 
and to a forecast of the future. For business purposes, facts are 
more significant as bases for planning future policy than for explain- 
ing or justifying past action. 

e) Distinction should be made between long- and short-time 
conditions and consequences; between transitory skirmishes and 
general tendencies. 
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research studies culminating in doctorate theses. The require- 
ments established for such products are fairly well standardized 
and imposed. Not all teachers of business subjects, however, have 
met the tests imposed by an extended period of rigorous educa- 
tional training, and not infrequently these same individuals are 
teaching courses the subject-matter of which is largely descriptive. 
There is a strong demand for instruction in practical and vocational 
subjects, and not always a supply of teachers nor a body of knowl- 
edge with which to meet this demand in a satisfactory and scientific 
manner. 

The content of a course in business has been fully discussed 
before this Association and there is little occasion for me to raise 
the issues involved, let alone attempt to discuss them. My only 
reason for mentioning them in this place is to secure a background 
against which to outline the two phases of business research to 
which I have alluded. Neither is it germane to my purpose to 
settle the question as to the functions of schools of business, but it 
is suggestive, under the topics to be discussed, to keep the problem 
constantly in mind. 
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in which school, faculty, and student resources are mobilized for 
mutual benefit. 

Because the full meaning of scientific method and its application 
to economic phenomena are so little understood by students, and 
until lately, even if now, so little appreciated by business, I have 
taken the liberty of summarizing in some detail the standards to 
which all research must conform. 

Research implies both a point of view and a method. The 
point of view involves an unconditional demand for the truth; 
the method requires intelligent observation, scientific measurement, 
impartial analysis, logical inference, and sincere application of the 
conclusions reached to the problems to which the facts and observa- 
tions apply. 

Scientific method has been defined as a state of mind, and this 
is probably a true characterization if the condition is added that 
the point of view which it represents is consistent in seeking the 
truth, and in being guided by facts, not at one time, in one place, 
or under one condition, and of ignoring them when it becomes 
advantageous or when they are difficult to determine, but in all 
places, at all times, and under all conditions. To the fact analyst, 
imbued with the spirit of scientific method, facts are facts. They 
are welcomed for the truth which they contain. The attitude 
toward them and the changes which they make imperative, or 
toward the beliefs or customs which they challenge, is positive, 
receptive, and open minded; not negative, doubtful, and hesitant. 
It is not a little truth, but the whole truth, which is wanted. The 
essence of science is not so much in its content, nor in its product, 
as it is in its method. ; 

The standards to which business research must conform may 
be grouped under the following heads: (1) those which concern 
the qualities of units of measurements or observation; (2) those 
which control the method by which the units are applied in the 
collection or summation of data; (3) those which govern the 
methods by which classifications and combinations of data must 
be tabulated or recorded; (4) those which relate to the graphic 
presentation of data; and (5) those which concern interpretation 
and the assignment of cause-and-effect relationships. 
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1. Standards relating to the qualities of units of measurements 
and observation.—Units of measurements must be homogeneous. 
Characteristics which are significant for the purpose for which 
units are used must not be ignored. It is, of course, impossible to 
secure absolute homogeneity, but not impossible to require relative 
and essential homogeneity. After all, differences themselves are 
only relative. Those which are important for one point of view 
may be ignored for others. But measurements require both a 
unit and a standard. Standardization implies homogeneity, it 
suggests conformity and suitability to conditions determined in 
the light of particular application. Measurement not only involves 
an application of a unit of measurement but also an interpretation 
of the results obtained from the application. Things which are 
equal to each other in name are often not so in use or in meaning. 
The meaning of a measurement of a business fact is a function of 
the use to which the measurement is put. 

2. Standards relating to the method by which units are applied in 
the collection or summation of data.—Business facts constitute the 
raw material for business research. Business relationships, policies, 
and principles are founded upon them. What are the standards 
which should govern their collection or summation ? 

a) Business facts must be collected and summated for a definite 
purpose. Research cannot proceed as it were ina vacuum. The 
meaning of a fact is a function of the use to which it is put, and the 
costs of collection are only justified in the realization of a purpose. 
Fruitless investigations, carried on at enormous costs and resulting 
in ill will on the part of those who are interested in the results, dis- 
couragement on the part of those who are undertaking them, and 
a tendency to scout the idea of research and the function of experts 
are largely if not solely traceable to a violation of this seemingly 
self-evident truth. 

b) Business facts must be collected in standardized units, under 
uniform methods of application and with a sufficient sanction. 

c) Research standards require that wherever possible the truth 
or error of business facts shall be verified. Against the imputation 
of gullibility, those in charge of research should always be capable 
of defending themselves. Verification requires more than setting 
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mechanical accuracy and removing apparent inconsistencies. It 
involves an analysis of the composition of groups and totals, and a 
scrutiny of the uniformity of measurement and the methods in 
which units are applied for different times, places, and conditions. 

d) The field from which data are secured must be adequate 
and the facts inclusive or representative. The choice of the field 
and the selection of the facts depend upon the purpose for which 
research is undertaken. A problem requiring inclusive data must 
be approached differently from one which may be studied by 
means of samples. Standards of collection may, indeed, become 
standards of elimination, and the establishment of balance and 
consistency, rather than simple verification of accuracy, becomes 
the goal. 

3. Standards relating to the form in which classifications and 
combinations of data should be tabulated or recorded.—Both classi- 
fication and combination of data presuppose the realization of a 
purpose and proceed from a desire both to segregate and unite 
qualities having similar characteristics. Scientific method is little 
more than taking full account of similarities and differences, and 


tabulation hardly more than a means of recording a scheme of 
classification. Classification precedes; tabulation follows. The 
sequence of thought is from purpose to method. 

The standards to which tabulation must conform are as 


follows: 

a) A tabulation surface should faithfully record the classification 
which it is intended to depict. There is a best form of tabulation 
for a given purpose, as there is a most logical basis of classification. 
The purpose of tabulation and the standard to which it must con- 
form cannot be divorced. 

b) Every tabulation should be adjusted in form and complexity 
to the subject matter which is to be expressed, to the person for 
whom it is prepared or the end for which it is designed, and in such 
a manner as to secure emphasis. 

c) Tabulation forms should contain only relevant data and 
carry on their face both their justification and their explanation. 
The reciprocal relation between relevancy of fact and the purpose 
to be accomplished by tabulation is the thought which is stressed. 
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d) The details in statistical tables should be mechanically 
accurate, their grouping and arrangement consistent, logical, and 
serviceable, and the order in which they appear emphatic. 

4. Standards relating to the graphic presentation of data.—The 
excuse for the use of graphics in business research is largely if not 
wholly their universal appeal. Graphs speak a common but 
frequently an inarticulate and confused language. There is an 
attractiveness about them which is alluring but often deceptive. 
Their appeal is visual and instantaneous, not necessarily reasoned 
and reflective. 

Distinguishing between rules for graphic presentation and the 
standards which give pertinency to the rules, the following standards 
may be formulated: 

a) A fact and the form of its representation should agree. By 
this single standard, deception, whether resulting from a confusion 
of the apparent with the real or of the superficial with the funda- 
mental, is fully provided against. The object of business, like other 
research, is the establishment or determination of truth. Standards 
for graphics provide for their use in influencing men but never in 
deceiving them. 

b) Graphic forms should be selected according to their psycho- 
logical appeal and their ease of comprehension, care always being 
taken not to violate the first standard. 

c) Graphic forms should be chosen in accordance with (1) the 
form and complexity of the subject-matter illustrated, and (2) the 
type of consumer for whom they are intended or the purpose which 
they are designed to serve. 

d) Graphic figures should be drawn as accurately as a visual 
representation will permit. Accuracy, of course, is never absolute. 
In graphics, the realization of relative accuracy of each part and 
of the totality is the standard set. 

5. Standards relating to the interpretation of business data.—All 
forms of research involve an application of scientific method. But 
business research offers peculiar difficulties. In far too many 
cases, it is undertaken for profit and influenced by conditions of 
profit. It is seriously undertaken today and overthrown tomorrow; 
adopted in one line of endeavor and scouted in another. It is 
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undertaken by fits and starts, first welcomed and then dismissed. 
The results are too frequently given a narrow interpretation and 
are restricted to purely inside affairs without an appreciation of 
their intimate relations to outside facts. Business and industry 
are too often considered as made up of independent units or as 
involving separate problems, sections or individual aspects of 
which may be studied separately, and the facts concerning them 
independently interpreted. For instance, those engaged in re- 
search in time and motion studies have only lately, if they have 
now, come to appreciate that men, not automatons, are under the 
microscope. 

Business is complex and the interpretations which are given to 
business facts must be thought of as relative. To look for a single 
meaning in, and to expect a single consequence to follow from, a 
group of business facts is to be grossly unscientific. 

Given a related group of business facts, having been collected, 
classified, combined, and graphically expressed according to the 
conditions which have been formulated, to what standards must 
an interpretation of them conform? To fail to attach meaning 
and significance to them as bases for business policy and foresight 
is simply to accentuate the all too prevailing practice of leaving 
untranslated into business standards and principles the myriads 
of facts daily growing out of, or experienced in, business relations. 

Certain fundamental standards of interpretation follow: 

a) Truth is the end sought; error is not to be disguised, false- 
hood tolerated, nor preconceptions favored. 

b) Comparisons can be made only between things, conditions, 
times, and places having common qualities. 

c) In interpretation, facts must always be referred to conditions 
which can produce them. 

d) Interpretation should extend to an explanation of the past, 
and to a forecast of the future. For business purposes, facts are 
more significant as bases for planning future policy than for explain- 
ing or justifying past action. 

e) Distinction should be made between long- and short-time 
conditions and consequences; between transitory skirmishes and 
general tendencies. 
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f) The error should be avoided of confusing the results of a 
single cause with the results of a combination of causes; of identi- 
fying proximate and remote causes; and of expecting a single cause 
always to give-rise to a single effect. A given cause is not a homo- 
geneous thing except when viewed in the broadest way. The 
effects which seem to follow from it do not come as an undiffer- 
entiated whole, but as variations. Some come as coincidences; 
others, as sequences spread over long or short periods. Both 
cause and effect are in reality variates. 

g) Distinction should be made between drawing a particular 
deduction and giving it general application. 

h) Similarities and differences should be appraised in the light 
of particular application. Similarities which are seemingly com- 
plete, and differences which are fundamental for one purpose, may 
often be ignored for others. 

i) The detail of interpretation should conform to the nature of 
the problem and to the capacity of those interested. Not infre- 
quently an exaggerated accuracy, which the nature of the basic 
data does not justify, nor the occasion for summarizing warrant, 
is worked out in meticulous detail by means of percentages, aver- 
ages, and other summary expressions. Similarly, far-reaching con- 
clusions are sometimes drawn from inadequate data by elaborate 
and over-refined methods. Statistical analysis then appears as an 
inverted and unstable pyramid. 

Likewise, involved and complex interpretations are sometimes 
prepared for those who are statistically ignorant of refined processes, 
or for those who are disinclined to follow an elaborate analysis. A 
statistical interpretation designed to influence executive action or 
to enlist administrative support is rarely, if ever, to be couched in 
the same language or to include the same detail, as one which is 
intended to serve the simple purpose of record. Consumers of 
statistics not only differ in their statistical interests but also in their 
statistical horizons. 

Such are a few of the more important standards which should 
be realized in the various steps in business research. As has been 
said, were it not for the second part of this paper, it would have 
been unnecessary to speak of them in the foregoing detail. They 
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are submitted not as a final or complete statement of the funda- 
mentals of research but only as a convenient summary background 
for the discussion of research in collegiate schools of business. 


Ill. WHY, IF AT ALL, AND UNDER WHAT CIRCUMSTANCES AND 
CONDITIONS SHOULD COLLEGIATE SCHOOLS OF _ BUSINESS 
UNDERTAKE RESEARCH IN AN ORGANIZED MANNER THROUGH 
A SEPARATELY ESTABLISHED DEPARTMENT OR BUREAU ? 


a) The present attitude of business toward research.—The Great 
War furnished the occasion, if not the motive, for business and 
economic prescience. It served to direct attention to the use of 
facts for planning purposes. Largely due to the war, the case 
for business and economic planning has been won; the function of 
fact analysis in business demonstrated. 

Industry has adopted a new point of view. Laboratories for 
experimentation are now found in the largest industrial establish- 
ments. Research in business under some auspices is being extended 
to purchasing and selling methods; to production time and motion 
study; to behavioristic psychology and employment management; 
to market breadth, depth, and elasticity; to phenomena of prices 
and costs and to the factors by which market fluctuations may be 
anticipated and uncertainties discounted. 

Distinguishing features of this research are the scope in which 
it is being undertaken, and the interest in research of so-called 
fundamentals. In the face of increasing costs and prices, widening 
and uncertain markets, world-competition, changing business 
standards and restlessness in labor there is an incessant demand 
for knowledge about fundamentals, for a real solution of economic 
ills. The field of business research is ready; the sanction for 
research is daily being extended to private and public agencies, and 
it is inconceivable that collegiate schools of business should fail to 
take advantage of the opportunities offered by business, not only 
to be of service to themselves, their instructors, and students but 
to business as well. 

Because of the frame of mind which the war developed and nur- 
tured, and of the problems which it created, business constitutes 
in many respects an ideal laboratory. Simply as a result of daily 
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operations, great masses of comparable facts are currently devel- 
oped. Some of these are crude, it is true; they are in the rough. 
But no business fact however carefully prepared is equally good 
for all purposes. Definition, measurement, and use are inter- 
related; they cannot be dissociated. So much the more reason for 
a rigorous fulfillment of the standards which research imposes. 
For collegiate schools of business, with for the most part a trained 
staff, an insufficient body of knowledge out of which to formulate 
the principles of business, and with a student body needing train- 
ing in investigation and scientific methods as well as personal 
contact with business problems, to fail to utilize the opportunity 
now opened up to them for organized research in business seems to 
the writer to be both short-sighted and unscientific. 

b) Organized research by collegiate schools of business.—That 
business has awakened to the needs for research is patent to all. 
The establishment of research departments or the use of commercial 
agencies is proof enough of this fact. To meet the business need, 
what have collegiate schools of business to offer? Unozyanized 
for research purposes, the service consists primarily, if not solely, 
in the professional advice of those members of the instructional 
staff who are fortunate enough to command the respect of business 
houses, and whose opinions are sought. Such connections redound 
to the benefit of the business and the teachers involved, but do 
not necessarily mobilize the good will of the school nor the services 
of the student body per se. 

When a school is organized for research, the following among 
other advantages accrue: 

(1) Advantages to business 

The school thus organized may be used by business 

(a) As an alternative to private agencies for research purposes. 

(b) As an alternative to the creation by itself of a research 
agency or department. 

(c) As an organized body to which appeals can be made for 
statements of business facts and principles more inclusive 
and comprehensive than could reasonably be expected 
from an individual instructor or department. 
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(d) As a dispassionate and scientific source for information 
which is controversial or which might be colored by private 
or public agencies. 

(e) As the source most likely to be formulating a business 
synthesis because of its intimate contact with professionally 
trained men in all phases of business relations. 

(f) As a confidential agent to which trade or business secrets 
would be divulged when they would not be given to an 
individual or to a commercial agency. An organized 
bureau, like a school, is looked upon as being impersonal, 
the interests of which are non-pecuniary and thoroughly 
scientific. University resources give organized research 
a standing and a permanency which cannot be expected 
from widely dispersed or scattered individual effort. 


(2) Advantages to the faculty 

(a) On many problems invo ving more than a single interest, 
organized research makes possible a co-ordination of 
research activities. Moreover, it need not interfere with 
the studies of individual instructors. To be most success- 
ful as a co-operative enterprise, it should secure their 
sustained interest and services on all problems relating to 
their particular fields. Such co-operation need not exclude 
individual research effort and it may be the means of 
mobilizing it for truly productive ends. Organized 
research is simply an adaptation of scientific method 
to the interests which promote investigation. It is little 
more than division of labor, involving both specialization 
and co-operation. 

(b) It stimulates production in so far as researches are co- 
ordinated, since organization of the field and the delivery 
of a product demand it. 

(c) It is educative as to both problems and methods of research 
where conferences are had and responsibility and obligation 
are distributed. 

(d) It tends to eliminate lost motion and duplication of effort 
to the degree that co-ordination is effected. 
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(e) It results in the accumulation of a mass of information, 
the common property of all, the analysis of which both for 
business facts and principles may be far superior to the 
study of current books and treatises. This point is not 
refuted in the contention that such information will not 
be fully nor generally used. If it is not, the failure is due 
more to a lack of intellectual curiosity than to the way in 
which research is conducted. 

The good will of an organization in the eyes of business 
furnishes an opportunity to instructors themselves not 
only to secure facts but also to establish personal business 
connections. 

Connection with the research department, in case the 
teaching schedule is lightened, overcomes in part at least 
the necessity for periodical withdrawals from teaching in 
order to secure business contacts. 

It makes possible the development of a technique of method 
and a co-ordination of subject-matter to be taught and 
studied. 


(3) Advantages to students 
(a) An organized research department furnishes the sanction 
whereby students in field work are given experience in 
meeting business men; in securing facts; in observing the 
conditions under which business facts are recorded, and 
the types of facts upon which executive and other action 
rests; in witnessing business operations; in observing 
practical applications of business technique supporting 
generalizations developed in textbook and lectures. Stu- 
dents are given training in doing and are held to a definite 
accomplishment as a part of an organized scheme of study. 


Similarly, an organized department of research throws 
students of dissimilar interest together, each contributing 
his part of an organized whole. Both the unity and at 
the same time the peculiarities of business may be illus- 
trated in a piece of research work of which the student is 
a part. 
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(c) An organization for research creates group interests and 
arouses a stimulating rivalry. Moreover, it has the effect 
of pooling the interests of both students and instructor in 
a common enterprise. 

There is, of course, a serious limitation, so far as 
research progress is concerned, in the use of all but the 
most competent students. Their services are in a large 
part unskilled and transient, and their interests may be 
indifferent. The difficulties of training students in the 
standards of research and of securing production are such 
that I would be the last to minimize or ignore them. 


(4) Advantages to schools of business, per se 
Distinct gains to schools of business may reasonably be 
expected from organized research activities. Publicity of the 
proper sort is an asset, and organized research will be much 
more likely to command favorable attention than will that 
which does not result in a periodic, sustained, and compre- 
hensive product. The good will and co-operation of business 
is desired, and there is nothing in this connection which will 
bring it as soon as proof that business schools not only know 
how to teach business subjects but can be of service in the 
solution of business problems. It is the writer’s hope in con- 
nection with the Bureau of Business Research, Northwestern 
University, to make the school, thus organized, a service 
bureau to Chicago and the country in general. A school seeks 
business men for instruction; a bureau seeks business problems 
for study and solution. 

c) The fields of business research for collegiate schools of business. 
—The types of business problems which can be studied by an 
organized department will obviously depend upon the size, financial 
backing, and experience of the bureau developed. There must be 
close correlation between the services undertaken and the resources 
available. Research of a bona fide character requires time, 
money, co-operation, and skill. A paper organization lacking 
faculty support, a specialized staff, and funds stands less chance 
of realizing any of the advantages noted above for business, 
faculty, students, and school, and of conforming to the standards 
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required by research than do the inarticulated activities of the 
individual faculty members. 

It may be helpful in discussing the types of business problems 
which can be successfully studied by research departments to 
distinguish between two somewhat different types of business 
problems. 

There are two approaches to business research which, for con- 
venience, may be described as the inside approach with an outside 
perspective, and the outside approach with an inside significance. 
The discovery of business principles, the measurement of business 
success, the anticipation of business difficulties, and the elimina- 
tion or adjustment of business risks and friction are the ends 
sought in both approaches. The methods employed and the facts 
considered are different, more in their scope than in their essential 
nature. 

Research addressed to inside facts with an outside perspective 
extends to costs, sales, markets, credits, production, and account- 
ing methods and control, personnel, wages, and conditions of 
employment. Its end is narrowly pecuniary; the motive which 
prompts it, acquisitive; and its benefits generally restricted to the 
immediate industries involved. The increase of profits is its 
raison d’étre. 

Research addressed to outside facts with an inside significance 
proceeds differently. Individual experiences are lost in the 
totality of experiences as exhibited in érends of production, earnings, 
costs, prices, credit, wages, population growth, and concentration. 
It is undertaken not so much to secure an immediate increase of 
profits as it is to measure or anticipate demand, to forecast change, 
to bridge the gulf between the present and the future, and to meas- 
ure and correlate the economic and social forces which determine 
business growth and decline. The long-time viewpoint and the 
study of fundamental causes and effects are the controlling factors. 
Obviously, the results of this type of research, if it accomplishes 
its end and its results are utilized, may be as narrowly pecuniary 
as the results of the other. The facts observed are much the 
same, but the approach is different. The methods followed, in so 
far as they are scientific, are identical. Scientific method knows 


























RESEARCH IN COLLEGIATE SCHOOLS OF BUSINESS 367 


no variation; it does not find its justification in the salability of 
its product. 

These two phases of business research are complementary but 
they are not equally well suited to study by business-school research 
departments, particularly in their initial stages, and so long as they 
depend in large part on student resources and have as one of their 
functions the teaching of students the rudiments of scientific 
method and acquainting them with business practices and 
principles. 

The inside approach to business is personal. It utilizes business 
houses and organizations as laboratories, and brings the student in 
touch with the records, practices, and problems of business as it is 
conducted. ‘The outside approach is more critical and synthetic 
in type. It groups individual business phenomena into an elabo- 
rate complex for the purpose of measuring trends, loses sight of 
individual peculiarities, and offers little or no occasion for laboratory 
experiences. 

The problems best suited to the needs of research bureaus or 
departments in schools of business are those relating to accounting 
methods, trade customs and standards, production conditions, and 
employment problems, etc., where mass data can be secured by 
schedule or personal contact with individual business units, and 
where permanent connections for the receipt of such information 
and for its interpretation in terms of individual business needs can 
be effected. In order to secure the good-will of business and to 
sustain student and faculty co-operation and interest, the problems 
must be more of current and commercial significance than of his- 
torical or academic value. 

d) Organizations for research in collegiate schools of business.— 
The form of organization desirable for a department or bureau of 
research will obviously depend upon the size of the school and its 
location, the types of problems which it can secure for study, the 
business connections which it can make, the training of its faculty, 
and the financial support which it can command. 

It is the writer’s belief that a member of the faculty should act 
as the director of the department or bureau, and that he should 
either have charge of the research work of all students, or be in 
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active co-operation with the person or persons having such respon- 
sibility. He should have adequate training for such a position, 
such training to include not only a thorough knowledge of, and 
experience in, the technique of investigation, but also the capacity 
to appreciate the business man’s problems and to “‘sell’’ the idea of 
research. He should be able to organize research, and to secure 
the enthusiasm and co-operation of both the faculty and student 
body. His teaching schedule must be light and the course of 
study taught must relate directly to research and statistical 
methods. 

The department should be properly manned. Student resources 
alone cannot be relied upon, but should be used wherever possible. 
A permanent and competent staff must constitute the background 
of the organization. Research consumes time, requires a maximum 
of enthusiasm, and a definite apportionment of power and responsi- 
bility. Co-ordination of activity is necessary at all stages and to 
secure this, organization is required. Obviously, the necessary 
organization is a function of the job, as the meaning of a business 
fact is a function of the use to which it is to be put. To lose sight 
of this relationship is to be grossly unscientific. 

A research department or bureau should be considered as a 
component part of the school. It preferably should be financed 
from endowment, but where this is impossible should be treated 
as a necessary operating division of the school, and, if possible, be 
provided for by a continuing appropriation. It should be regarded 
as a service section to faculty, student body, and business com- 
munities and its life should be regarded as continuous. To treat 
it as temporary is seriously to restrict its activity and embarrass 
its operations. 

Research undertaken for business should be charged for on a 
cost basis. A blanket assumption of costs is generally unsatis- 
factory, but in the absence of standardized cost items and the 
full requirements of a study it cannot generally be avoided. In 
all cases, it should be definitely stipulated that truth is the end 
sought, and that the research is undertaken solely with this in 
mind. The standing of the school and the requirements of research 
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demand this. Contracts for work should be undertaken and 
business connections made only on this basis. 

e) Conclusion.—I have tried in this paper to outline briefly the 
standards to which research must conform and to discuss the 
problems involved in organized research when undertaken by 
collegiate schools of business. It is my belief that the time is 
ripe for development of research in business and that schools of 
commerce should take an active part init. The difficulties which 
schools will have to meet in so doing are serious but not insuperable. 
They seem to me to rest primarily in securing the confidence and 
good-will of business, and of mobilizing the all too prevalently 
dissipated energies of the instructional staff and the interests of the 
student body. 

Business education is only in its infancy and the possibilities 
of organized research by schools of ‘commerce almost untouched. 
Business constitutes an operating laboratory to which schools of 
business should have free access. Sufficient safeguards can be set 
up so as to guarantee against the betrayal of business confidences, 
and an organization, with the required technique, should be 
developed which will translate into standards for business adoption 
the practices and principles which make possible the creation of a 
science of business. 

As a basis for the discussion of research in business, the writer 
sent out to deans or directors of schools of commerce, a question- 
naire designed to secure expressions of opinion upon questions 
which seemed vital to the consideration of this topic. In order 
that the Association may have the benefit of the points of view 
expressed in answer to the questionnaire, the following summary is 
included as a part of this paper. 

It is impossible to give in brief compass all shades of opinion 
expressed and only those which appear to be commonly held are 
included. The following universities responded to the question- 
naire in detail and it is the answers submitted by them which are 
summarized below. University of California, Dartmouth College, 
Harvard University, University of Minnesota, University of 
Missouri, University of Nebraska, Northwestern University, Ohio 
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State University, University of Pennsylvania, University of Pitts- 
burgh, University of Wisconsin, Yale University. 


SUMMARIZED RESULTS OF QUESTIONNAIRE 


A. The functions of a business research organization or depart- 
ment in relation to 
(1) Business needs are 
(a) To investigate practical and fundamental problems per- 
taining to particular business concerns or fields of 
business 
(b) To equip men for more effective business management 
(c) To investigate general business conditions and problems 
(d) To raise business standards 
(2) Faculty needs are 
(a) To gather material of use in vitalizing and improving 
instruction 
(6) To broaden the information of members of the faculty 
by bringing them in contact with the real problems of 
the business world 
(c) To centralize and unify the research of the faculty 
(d) To facilitate and encourage first-hand investigation 
(3) Student needs are 
(a) To provide a laboratory for original work 
(6) To train in methods of investigation, in classifying and 
appraising material and in expressing ideas logically 
and in clear, concise language 
(c) To afford opportunity for first-hand contact with cer- 
tain types of business establishments 


B. Faculty and student resources in schools of business should be 
organized for business research with 
(1) A director who is a member of the faculty or special expert 
from outside 
(2) The faculty co-operating at the request or advice of the 
director in their own special fields of work 
(3) More capable students doing field work in fields in which 
the bureau is engaged in investigations 
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C. Research, undertaken by an organized research department 








should 

(1) Co-ordinate the work of the department and the individual 
by pooling the resources in the various fields and weeding 
out aimless research work 

(2) Be subordinate to research done by faculty members 

(3) Be independent of research done by faculty members, 
unless there is overlapping, when individual research work 
might be used by the department 

(4) Extend beyond that done by faculty members 

(5) Furnish illustrative material for instructional work 


. Research conducted by an organized department has 
(1) An advantage over that conducted by individual members 
of a commerce faculty, because 
(a) More comprehensive and diversified activities may be 
carried on 
(b) Collective power can command greater financial re- 
sources and working facilities 
(c) Greater continuity and unity are insured 
(d) Faculty is spurred on to do research by definite requests 
(e) Faculty’s time is saved because they are relieved from 
routine work 
(f) A responsible head is essential to research activities 
(g) It gives prestige to an institution 
(2) A disadvantage over that conducted by individual members 
of a commerce faculty, because 
(a) There is not the same amount of organizing ability 
devoted to the survey of the field and assembly of the 
facts 
(6) Certain kinds of basic conclusions within narrow fields 
of inquiry require a concentration that can only come 
from individual effort 


. Business problems to be studied by research departments of 
schools of business should be 
(x) General problems common to many concerns or industries 
such as 
(a) Types of business organizations 
(b) Scientific management 
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(c) Labor turn-over 
(d) Shop discipline 
(e) Cost-keeping systems 
(f) Economy in delivery of goods, etc. 
(2) Concrete and practical, because 
(a) They will give students training for business after 
graduation 
(3) Such that the results will lead to improvements in business 
policy and practice in the industry concerned 


*, The person in charge of research should be a member of the 


faculty who does instructional work 
(1) Eight answered “Yes, with time” 

(a) One course of teaching 

(6) Half and half 

(c) Three to six hours of teaching 

(d) Dependent on circumstances 

(2) Four answered “No” 

(a) Special expert with full time devoted to research. 
Should be trained in economics and have practical 
experience 

(3) His qualifications should be 

(a) Experience in investigation and directing work of others 

(6) Statistical knowledge 

(c) An appreciation of the needs of a business executive 

(d) Ability to command the respect and enthusiasm of 
business men, faculty members, and research students 


x. The position of a non-faculty director of the bureau would be 


(1) On a plane with the heads of the departments 

(2) A member of the University Extension Division 

(3) Independent but subject to the collective judgment and 
decisions of faculty on matters of policy 


. A bureau or department of business research should be financed 

by 

(1) Special endowment 

(2) Contributions from the business concerns to which the 
research pertains 
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(3) The state in state institutions 
(4) The general budget 

(5) A special budget 

(6) Private subscriptions 


. If research is undertaken at the request of business houses or 
organizations, should a definite contract covering cost, time, 
condition of report, etc., be required ? 
(1) Four answered ‘‘ No,” because 
(a) It is not possible to reduce costs to contractual bases 
at the beginning 
(6) Bureau is public, and so there should be no charge 
(c) Only a preliminary estimate of cost should be given, 
subject to change 
(d) Cost could be given, but not time or condition of 
report 
(2) Four answered ‘‘ Yes,” because 
(a) Service should pay for itself, so contract should be 
definite to protect research departments 
(b) Necessary to prevent slackness in work 


. In order to insure that the research undertaken strictly con- 
forms to scientific standards. 


(1) The direction must be kept in the hands of the bureau, 
which so conforms as part of the university 

(2) Agreement or contract should be definite and specific in its 
terms 

(3) Conversation with heads of business can give assurance of 
secrecy and sound results 


. Should the work of a research department, in connection with 
a collegiate school of business, depend solely on student and 
faculty service ? 
(1) Eight answered ‘‘No”’ 
(2) Five answered ‘‘ Yes” 
(3) Should these be charged for ? 
(a) Six answered ‘‘ Yes” 
(i) According to approximate cost 
(ii) According to what a person would receive under 
competitive conditions and not as main incentive 
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(b) Five answered ‘‘ No” 
(i) As it is a service a collegiate school, and particu- 
larly a state institution, should make 


(c) Depends on type of work 


L. If outside services are secured, should the charge made for 
them be put on a commercial basis ? 


(1) Five answered “Yes” 
(2) Two answered ‘‘No” 
(3) Depends on type of outside services secured 
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SCOPE AND CONTENT OF A COURSE IN MARKETING" 


Marketing, as I should define the term briefly, is a study of 
the principles that govern the policies of business management 
in the distribution of commodities from producers to consumers. 
This includes the activities of retail and wholesale merchants, 
manufacturers’ sales organizations, the various agencies engaged 
in the distribution of raw materials, and all other means of facili- 
tating and promoting the sale of merchandise. 

Take a shoe manufacturer, for example, who has just organized 
anew business. The first marketing problem for him is the deter- 
mination of the agencies through which his product is to be sold. 
He has a choice between selling entirely to wholesalers, entirely 
to retailers, or to both. He has a choice, furthermore, between 
the various types of retailers—unit stores, department stores, 
chain stores, and mail-order houses. He probably will find it 
inadvisable to plan to sell to all these indiscriminately. Some 
degree of selection will be essential. There is also the possibility 
that he may elect to operate a chain of manufacturers’ retail 
branches. 

Following this selection of agencies, and interwoven with that 
problem, questions relating to the manufacturer’s sales organiza- 
tion arise. How large a sales force shall he maintain? What 
plan for management of the sales force is to be developed? Is 
a stock department to be operated? Then come the problems 
of brands. Is this manufacturer to sell his product unbranded, 
entirely under his own brand, or under wholesalers’ and retailers’ 
private brands? What is to be his advertising policy? How are 
his shoes to be priced? ‘These are roughly the marketing prob- 
lems that the shoe manufacturer must consider. 

Take another case. I recently had an inquiry from a young 
man who is just about to engage in a new business venture. He 

‘A paper read before the meeting of the Association of Collegiate Schools of 
Business at Chicago, May, 1920. 
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had had experience in wood-working and was opening up a plant 
for the manufacture of garden trellises and similar articles. His 
capital resources were limited, and he expected to sell his entire 
product within a radius of a few hundred miles of the point at 
which his plant was located. He proposed to sell his product 
by direct solicitation from house to house. He estimated that 
this would require from ten to fifteen solicitors, and he expected 
to pay them 20 per cent commission on their sales. The success 
of this business venture depended mainly upon the results of this 
sales plan. An analysis was made which indicated that each 
solicitor must sell from six to eight articles every day, in good 
weather or bad. The market obviously would be restricted to 
families who owned their own houses and who were sufficiently 
well to do to afford this expenditure. The number of such families 
per thousand population would be small. 

It could be anticipated, furthermore, that the percentage of 
sales to the number of calls made would be low. For these and 
other reasons the plan as at first drawn up appeared to need modi- 
fication. ‘Tests were made which bore out the conclusion reached 
by the analysis of the problem. It was necessary, therefore, for 
this manufacturer to change substantially his sales plans in order 
to secure the necessary volume of business at an expense that was 
not prohibitive. 

These are typical marketing problems which are of everyday 
occurrence. 

The plan of a course in marketing and the methods of instruction 
must obviously be adjusted to the conditions under which the course 
is given—the preliminary training of the students, their stage of 
development, and the relation of the marketing course to other 
courses in the curriculum. I do not presume to lay down rules 
of procedure that are universally applicable. It is my purpose 
rather to indicate how we have met our problems in teaching 
this subject in the Harvard Graduate School of Business Adminis- 
tration, leaving it to other speakers not only to give us the benefit 
of their criticism but also to suggest how the plans should be 
modified to meet the conditions in other schools where the circum- 
stances are different. 
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GENERAL PLAN OF COURSE 


As at present arranged, the courses in the field of marketing 
in the Harvard Business School include the introductory market- 
ing course, sales management, advertising, retail-store manage- 
ment, and purchasing. Our students are also taking courses in 
accounting and ordinarily factory management, commercial law, 
business statistics, and in their second year business policy, as 
well as other professional business courses. Sales management, 
advertising, retail-store management, and purchasing are advanced, 
specialized courses built upon the foundation laid in the introduc- 
tory marketing course. These specialized courses I shall not at- 
tempt to discuss on this occasion. In this paper I shall take up 
the work of the introductory course in marketing, which in our 
case covers an entire year with three meetings a week. 

The method of instruction employed in this course is the prob- 
lem or case method; that is, we seek to develop the principles 
inductively by a discussion of concrete problems each of which 
illustrates a specific point or points. In my opinion this is by 
far the most satisfactory method of instruction. It trains the 
students in analysis and thus helps to prepare them most effectively 
for grappling with the problems with which later they will have 
to deal. It stimulates independent thinking. The method of 
approach outlined in Shaw’s Approach to Business Problems affords 
useful suggestions in developing this method of instruction. 

So much for general conditions and for the method of instruc- 
tion that we are using. I will turn now to the substance of the 
elementary course in marketing. This course has two major 
divisions: the first is marketing methods and the second is sales 
policies. 

The methods of marketing merchandise fall into two main 
groups: (1) methods used in marketing goods for retail distribu- 
tion, and (2) methods used in marketing goods for wholesale 
consumption. The marketing processes are essentially different 
for these two groups of products. For some goods that are to 
be sold at retail a process of assembling the products of numerous 
manufacturers or producers is necessary, as in the case of foods - 
sold by wholesale grocers. For others, as in the agricultural 
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implement trade, the products of one manufacturer can be dis- 
tributed to the retailers frequently without any intermediary pro- 
cess of assembling. The predominant characteristic of the trade 
in goods sold through retail stores, however, is the distribution of 
merchandise so that it can be parceled out in small units, retailed to 
individual consumers who purchase for personal use or gratification. 

Take a manufacturer of cotton cloth, for example. In the 
United States alone, to say nothing of foreign countries, there 
‘are Over 100,000,000 possible consumers of his product. Each 
consumer ordinarily will purchase only a few yards of cloth at 
one time. The problem of this manufacturer is to find means 
of securing a distribution of his product whereby as many of these 
customers as possible may effectively be given an opportunity to 
buy these goods in the form and quantity that they desire. 

The goods that are sold for wholesale consumption include 
raw materials; semi-manufactured products, such as crude iron 
and steel and leather; equipment; and machinery supplies. The 
raw materials must be assembled in large lots and usually it is 
essential that they be carefully graded. These materials are 
used in large quantities by individual purchasers. The semi- 
manufactured materials similarly are sold in large lots according 
to well-defined specifications or grades. Equipment also is gener- 
ally a bulk sale, although in some instances this shades down to 
small individual purchases. 

The market for goods sold for wholesale consumption ordinarily 
is clearly defined and of narrow scope in comparison with the 
market for goods sold at retail. The purchase of goods for whole- 
sale consumption, furthermore, is determined not by the personal 
needs or personal desires for gratification of the purchaser but ac- 
cording to purely business considerations of quality, utility, and 
price. These considerations are governed by the product into 
which the materials are to enter or. by the production require- 
ments of the plant in which the materials or machines are to be 
used. 

Take the market for raw cotton, for instance. There are only 
from one to two thousand manufacturers in the United States 
who purchase raw cotton. The number of purchasers of any 
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specific grade of raw cotton is even less. This market, therefore, 
is one that is clearly defined. It is a market, furthermore, in 
which the individual sales are large. The problems of this mar- 
ket are quite different from the problems of a cotton manufacturer 
seeking to sell his product to 100,000,000 individual consumers. 

Let us consider now the subdivisions of the methods of market- 
ing each of these groups of products. The methods of marketing 
goods for retail distribution are divided into three sections: (1) 
conditions determining demand; (2) retail trade; (3) wholesale 
trade. 


CONDITIONS AFFECTING DEMAND 


Some of the questions for consideration with regard to condi- 
tions affecting demand are the following: Who will use the product ? 
What are the consumers’ buying motives and habits? In what 
form do they prefer to buy the product ? 

The potential market for a manufacturer of workmen’s overalls 
is definitely limited to men who are engaged in occupations where 
the use of overalls is necessary. The first task of such a manu- 


facturer is to determine those occupations and the geographical 
location of the market. His problem is simple compared with 
the problems of numerous other manufacturers. While there are 
somé products of almost universal demand, such as certain articles 
of food, nevertheless, in most instances an investigation will show 
that the purchasers of any product come mainly from particular 
classes of consumers. It is important that an analysis should be 
made, to ascertain the definite classes of consumers to be aimed 
at, as the first step in determining the marketing methods. 

Some of the considerations to be taken into account in this 
analysis are whether the product is for individual or family use, 
the age and sex of the users, rural or urban demand, the occupations 
of the users, racial influences, living conditions such as home 
ownership, the influence of climatic conditions, provincialisms in 
demand, such as the demand for left-hand plows in some districts 
or the “yokel” trade in clothing, and the influence of custom. 
A manufacturer of a breakfast food, for example, would find 
difficulty in selling his product on the continent of Europe, because 
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of the long-established custom which restricts the continental 
European breakfast to rolls and coffee. 

Buying motives and habits are equally worthy of consideration 
in the elementary analysis of the market. Groceries, for instance, 
are products that ordinarily are purchased where it is most con- 
venient for the housewife to place her daily order. Articles of 
women’s wearing apparel, on the other hand, are usuaily bought 
by the shopping process. In purchasing a coat or a gown, the 
housewife wishes to compare style, quality, and price in several 
shops before making her purchase. 

The selection of marketing methods, furthermore, will depend 
upon whether the buying motive is to secure economy in labor 
or economy in price, to secure durability or satisfy a desire for 
a novelty, whether the purchase is made as a necessity or as a 
luxury. 

Is the article one for which there will be a repeat demand 
from users? A breakfast-food manufacturer, for example, can 
count upon repeat demand for his product, provided it is satis- 
factory to consumers. The manufacturer of a vacuum cleaner, 
on the other hand, can expect repeat orders from consumers only 
at infrequent intervals. His task is rather continually to dig up 
new purchasers. The manufacturer of a safety razor cannot 
expect a substantial repeat demand for the razor itself, but he can 
count upon a repeat demand for the blades used in the razor. 
Obviously, the type of sales organization to be developed must 
be shaped in part according to whether or not a repeat demand is 
anticipated. 

These illustrate a few of the buying habits and motives that 
must be taken into account; applied to specific cases they form 
the basis for interesting and valuable classrocm discussions. 

Influences are at work constantly to change buying habits. 
The increased use of automobiles by farmers, for example, is 
lengthening the farmers’ radius of interest and tending to make 
the farm demand for numerous personal and household articles 
more akin to city demand than it has been in the past. The 
spread of educational facilities and the introduction of better means 
of transportation and communication are constantly affecting buy- 
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ing habits. Public opinion, finally, may influence buying hab- 
its. This public opinion may be expressed in organized form 
through a housewives’ league, through the label leagues of trade 
unions, through such organizations as the consumers’ league or it 
may manifest itself in unorganized form through the development 
of a sentiment in favor of or against a certain product. 

Shall the goods be sold in packages or in bulk? The answer 
to this question in the final analysis depends upon the preference 
of the consumers. Attacks upon the package system are of fre- 
quent occurrence. Nevertheless, the quantity of goods sold in 
packages is constantly increasing, not through coercion by manu- 
facturers, but because many consumers prefer to buy the merchan- 
dise in that form. General rules cannot be laid down as to whether 
goods should be sold in packages or in bulk. The problem is one 
for careful analysis, in each individual case, for determining the 
marketing methods that are to be used. 

The nature of the product and the buying motives and habits 
of consumers are among the chief influences determining the selec- 
tion of the type of retail store through which the product is to 
be distributed. 

RETAIL TRADE 

A large majority of the retail stores in the United States are 
what I prefer to call unit stores. Sometimes they are called “‘inde- 
pendent” stores or “regular” stores. A unit store is a store without 
an elaborate departmental organization that is owned and managed 
as an independent unit for the sale of goods through personal sales- 
manship. Unit stores are used most extensively for the distribution 
of merchandise such as groceries, hardware, agricultural imple- 
ments, shoes, men’s clothing and furnishings, jewelry, cigars and 
tobacco, and drugs. 

Unit stores furnish the most numerous outlets for many kinds 
of merchandise. They provide the only means whereby large 
numbers of consumers can be reached regularly. They are adapt- 
able to the service requirements of their patrons. Frequently 
the proprietor of a unit store has built up a strong personal clientéle. 
The market for merchandise distributed through unit stores is not 
dominated by a few large powerful buyers. 
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A manufacturer who elects to distribute his product through 
unit stores, however, encounters difficulty in inducing a large 
number of individual retailers to handle his product effectively. 
While there are many notable exceptions, nevertheless a substantial 
number of unit stores are not operated efficiently. The selection 
of this type of store as the marketing agency, therefore, presents 
a series of difficult, complex problems. 

For some commodities a manufacturer finds it advantageous 
to select unit stores to act as exclusive agents. This policy is 
exemplified by several large clothing manufacturers. Other cloth- 
ing manufacturers, whose product is probably of equal merit, 
follow the opposite policy of not building up a system of exclusive 
agencies. This is one of the large problems of sales policy, because 
there are substantial reasons for and against this system. 

Another type of store that is generally operated on the unit 
principle is the company store. This has come into especial promi- 
nence during the last few years of rising prices. The American 
Woolen Company, for example, has recently established a store 
at its plants in Lawrence, Massachusetts, for the sale of merchan- 
dise to its employees. Similar stores have been organized by 
several other large employers of labor. To the manufacturer or 
wholesaler seeking distribution for his product, the company store 
presents a problem because of the doubt as to its permanency 
and the friction that it causes with many of the unit stores with 
which it competes. 

The retail-wholesale store is another institution that compli- 
cates the sales problem for many a manufacturer. Such a store 
is one that carries on a retail business and also operates a wholesale 
department. A store of this type ordinarily demands wholesalers’ 
discounts. It is, therefore, in a position to buy goods for its 
retail department at manufacturers’ wholesale prices. It often- 
times becomes a troublesome competitor of the unit stores, to which 
the manufacturer cannot afford to sell at wholesale and which are 
forced to buy from wholesalers at prices higher than the wholesale- 
retail store purchases its merchandise. 

The metropolitan specialty store, especially for articles such 
as women’s wearing apparel, has become an important factor in 
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the sale of some kinds of merchandise. This type of store has 
operating expenses quite similar to those of the other types of 
stores with which it competes. Its main advantages appear to 
be those that accrue from specialization. 

A department store, according to the customary usage of the 
term, is a retail store organized on a departmental system in which 
one of the large departments is dry goods. Wherein does the 
department store have its chief advantages? Its size frequently 
gives it a buying advantage. Oftentimes it is able to obtain 
wholesale prices or high discounts because of the large quantities 
that it purchases. Its size, however, does not give it any advan- 
tage apparently in operating expenses. From such scanty informa- 
tion as is now available it appears that the ratio of operating 
expenses to sales is as high in department stores as in unit stores. 
Frequently the expenses are higher in department stores in pro- 
portion to sales. Some of the failures of department stores during 
the last ten years have been due, I believe, to a mistaken theory 
that a large volume of business necessarily meant economy in 
operation. 

The chief advantage of a department store, it seems to me, is 
the facilities that it offers for shopping. A department store is 
essentially a shopping institution. It is a strong factor in the 
trade in women’s wearing apparel, for instance; but as a rule the 
department store has not been able to make a success of a grocery 
department. It cannot operate a grocery department ordinarily 
as cheaply as a unit store is operated. The buying habits of the 
consumers, furthermore, lead them to patronize unit stores for the 
bulk of their purchases of groceries. 

The determination of the buying motives and habits of con- 
sumers to whom a given article is to be sold, therefore, plays an 
important part in the decision of a manufacturer as to whether 
he will seek to have his product sold through unit stores or through 
department stores. It is one of the tasks of the teacher of market- 
ing to train students to analyze these problems so that the type 
of retail store to be used can be determined intelligently. 

A chain-store system is a group of scattered stores with single 
Ownership and centralized management. Ordinarily a central 
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warehouse is operated from which merchandise is distributed to 
the retail branches. The chain-store system has the advantages 
of large-scale buying and wide dispersal of the individual retail 
branches. It has facilitated the development of standardization 
of equipment and of methods of operation and management. 
Chain stores have been most successful in marketing those products 
that ordinarily are sold through unit stores. Chain stores are 
located at points where it is most convenient for their patrons 
to visit them. 

While the chain store undoubtedly has definite advantages 
such as have been mentioned, it also is at a disadvantage in some 
respects in competition with unit stores. The chain-store system 
is less flexible. It cannot readily adjust its services, such as 
delivery and credit, to meet the needs of the individual patrons. 
Moreover, the advantages that the chain-store system gains through 
centralized buying and standardization of management methods 
are offset, in part at least, by the necessity of operating a central 
warehouse and especially by the difficulty in securing managers 
who will take a keen personal interest in the conduct of these 
stores. Expenses must also be incurred for policing the branches: 
a system of frequent, close inspection is necessary in a chain-store 
system. 

Inasmuch as many of the chain-store systems have cut prices, 
they are looked at askance by numerous manufacturers who believe 
that their main reliance must be placed upon unit stores. The 
friction between chain stores and unit stores has been a matter 
of grave concern to many a manufacturer during the last ten or 
fifteen years. 

Occasionally a manufacturer decides that a system of manu- 
facturer’s retail branches is the logical outlet for at least a part 
of his merchandise. The establishment of retail branches by a 
manufacturer is not ordinarily, however, for the purpose of econ- 
omy in expense of operation. It seems to have been the general 
experience of manufacturers who have established retail branches 
that they are not able to operate their stores more economically 
than the average unit store or department store is operated. Such 
branches generally have been established for other reasons. One 
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of these reasons is to insure a steady, sure outlet for at least a 
portion of the manufacturer’s product. There are also several 
instances in which manufacturers have established a small number 
of retail branches for educational and promotional work. The 
L. E. Waterman Company, for example, has a store in New York 
to provide service to the purchasers of its pens and also to serve 
as a laboratory in which to study retail problems. The Dennison 
Manufacturing Company has four retail branches that are used 
as agencies for promoting the sale of its products but not in com- 
petition with the independent retail stores that carry this merchan- 
dise. Whenever a manufacturer decides to open up a retail store, 
he finds immediately that his action is capitalized by his com- 
petitors, who seek to develop a spirit of antagonism among retailers 
on the ground that the manufacturer is entering into direct com- 
petition with his own customers. 

A mail-order house ordinarily is a business that sells at retail 
from catalogues and not over the counter. The orders are received 
by mail at a central warehouse whence the goods are shipped to 
consumers. The chief field for the development of mail-order 
sales has been in the rural districts and small towns. The cata- 
logue of a mail-order house gives an opportunity for shopping 
somewhat akin to the visit to a department store. The large 
mail-order houses, to be sure, have utilized their buying power 
and their established clientéle to sell many products outside the 
range of shopping goods. Whether a mail-order house is able to 
operate at substantially lower expense than unit stores is a question 
that has not yet been definitely settled. At all events, concentra- 
tion of buying power and the tendency to cut prices frequently 
have caused manufacturers to hesitate to seek distribution of their 
products through mail-order houses. 

Co-operative stores have not been sufficiently successful in 
the United States, up to the present time, to present a substantial 
marketing problem. A co-operative store, properly speaking, is 
one that is owned and managed by consumers. The typical 
co-operative store is organized on the Rochdale plan, whereby 
each member of the society purchases one or more shares of stock 
at a small amount per share. The number of shares that one 
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member may hold usually is limited, and ordinarily each member 
has one vote irrespective of the number of shares of stock that he 
holds. Dividends are commonly paid upon the stock at the 
ordinary local rate of interest and the remainder of the earnings, 
aside from such as may be set aside for reserves or surplus, are 
distributed to the members annually in proportion to their pur- 
chases. This system has had a tremendous development in Euro- 
pean countries, but in the United States the number of co-operative 
stores is small and many of those in existence have led a precarious 
life. During the last eighteen months, the co-operative movement 
has received a new impetus in this country through the influence 
of labor-union men; this may prove to be a new marketing factor 
of large significance. 

Retail public markets present problems of quite a different 
character from those encountered in other types of retail stores. 
Municipal markets in which booths are leased to dealers, to be 
sure, are not far different from other classes of retail stores. Public 
markets in which producers sell to consumers, however, bring in 
a new set of problems. 

Widespread efforts have been put forth, especially during 
recent years, in numerous localities to stimulate the development 
of public markets of this type. Their success depends upon the 
buying habits of the consumers and their readiness to go to those 
markets. Their success also depends upon the readiness of the 
farmers to spend the time necessary to haul their produce to 
market and to carry on its sale. Frequently farmers find that 
this takes too much of their time at a period when their crops 
need attention. In the larger cities, moreover, the supply of 
produce from nearby sources is so inadequate for the total needs 
of the community that large quantities must be shipped in from 
more or less distant points. Under such circumstances a well- 
organized group of merchants is essential to carry on the produce 
business. It may be to the advantage, therefore, not only of the 
farmers but of the community at large under some conditions to 
have the bulk of the local produce sold through established trade 
channels rather than through farmers’ public markets. 

Wagon retailers include those merchants who do not operate 
a retail store, except perhaps as an incidental adjunct to their 
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business, but who retail merchandise from wagons that deliver 
the merchandise at the homes of the consumers. The milk trade 
is one of the notable examples of business that is carried on by 
wagon retailers. Suggestions, such as have been made from time 
to time, that a co-operative system should be used for milk delivery, 
run afoul of this fact, that the only place of business for the ordinary 
milk dealer is his delivery wagon. If he gives up his independent 
delivery system, he practically gives up the independence of his 
business. 

The ice business is another trade carried on by wagon retailers. 
In this trade the heavy loss through shrinkage tends to discourage 
duplication of routes and therefore to result in the development of 
local monopolies in the ice trade. As in the case of the milk 
dealer, the ice merchant must ordinarily maintain a delivery sys- 
tem if he is to carry on an independent business. Both milk and 
ice are commodities of such general use that these trades present 
unusual marketing problems of broad public policy. Many of 
these problems have not yet been solved satisfactorily. 

The final class of retail merchants includes what I have termed 
bulk retailers. Examples of this class are coal merchants and 
lumber retailers. In these trades a merchant must necessarily 
carry a large stock requiring a heavy investment of capital. The 
trade is seasonal and sales are usually made in bulk lots on specifi- 
cation. The individual consumer seldom visits the place of busi- 
ness of the retailer. 

Each of these types of retail merchants presents special prob- 
lems in store management and also special problems from the 
standpoint of the manufacturer or producer who undertakes to 
determine the logical channels for the distribution of his product. 
The selection of the retail channels to be used, moreover, influences 
the producer’s decision as to the method of wholesale distribution 
to be utilized. 


WHOLESALE TRADE 


Wholesale merchants are business men who buy and sell 
merchandise on their own account for distribution to retailers 
in lots smaller than those in which the wholesaler buys. The 
wholesale merchant is a large factor in the distribution of many 
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products to unit stores. Although there are some manufacturers 
who sell their merchandise direct to retail grocers, for example, 
nevertheless they constitute but a small minority. Such manu- 
facturers, furthermore, find it necessary practically to duplicate 
the organization and to assume the functions of the wholesale 
grocer, usually incurring at least as much expense as the wholesale 
grocer incurs in operating his business. 

The function of the wholesaler ordinarily is to assemble the 
products of numerous manufacturers and to parcel these out in 
such lots as are required by unit stores. The wholesale merchant 
also performs the function of making collections and bears the 
credit risk. This is not a small item in many wholesale businesses. 
The large wholesale merchant oftentimes goes farther than this. 
He assumes the responsibility of specifying what product is to be 
made and he may also take the responsibility of having the prod- 
uct put out under his own brand or trade-mark, thus entering 
into competition with the brands of goods carrying manufacturers’ 
trade-marks. 

We hear a great deal of loose talk about the “elimination of 
the jobber.” This is not, however, a question that can be dis- 
cussed on the basis of generalizations. Each particular case needs 
to be considered by itself on its own merits. Take a shoe manu- 
facturer near Boston, for example. He is selling his entire output 
of women’s shoes to sixty shoe wholesalers. One salesman, with 
the occasional assistance of one member of the firm, is able to sell 
the entire output of the factory. The customers are all of sound 
financial standing. The manufacturer, therefore, incurs slight 
credit risk. His shipments are made in largelots. Consequently 
he can operate with a minimum shipping force and a minimum 
office force. He also receives valuable guidance from his customers 
in the selection of styles. In this case, the manufacturer believes 
that it is to his advantage to dispose of his product to wholesalers. 
He finds that in this way he can compete effectively with other 
shoe manufacturers who have followed a policy of selling their 
shoes directly to retailers. 

One of the largest manufacturers of hosiery in the United 
States has followed a policy of concentrating his efforts upon the 
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problems of production. He sells his entire output to wholesalers. 
Many fruit and vegetable canners, whose business is highly sea- 
sonal, could not afford to operate if it were not for the outlet and 
the financial assistance furnished them by the wholesale grocers. 

The specialty wholesaler represents a differentiation from the 
ordinary wholesale merchants, such as are referred to above. In 
New York, for example, there are a number of wholesalers who 
handle only hosiery and knit goods. The tea and coffee whole- 
saler is another specialty merchant. These specialty wholesalers 
generally cover a wide territory in the sale of their products and 
develop a demand through especial care in the selection and 
quality of the merchandise that they handle. 

There are a few catalogue wholesalers in the United States. 
One of the most notable examples of these is Butler Brothers of 
Chicago. The catalogue wholesaler does not employ a force of 
traveling salesmen but sells on mail orders. 

Merchants’ co-operative wholesale associations, or buying 
exchanges as they are sometimes called, have been developing 
more rapidly during the last ten years than prior to that time. 
The oldest of them have been in existence for twenty-five years © 
or more. These co-operative buying associations have had their 
greatest development in those trades in which the wholesale mer- 
chant is also a large factor. They are direct competitors of the 
wholesale merchant, but in the grocery trade at least the co- 
operative buying associations deal chiefly in staple merchandise. 

The most successful type of co-operative buying association 
is organized on plans similar to the Rochdale system of consumers’ 
co-operative societies whereby each merchant who is a member 
has one vote and where the amount of stock that one merchant 
can hold is limited. These co-operative buying associations do 
not employ traveling salesmen. They sell only for cash or on 
very short credit, and usually the customers pay for the delivery 
of the goods that they order. There are frequent instances of 
associations organized on other principles, and sometimes it is 
stated that some of them have been promoted by parties who were 
interested in securing the commission on the sale of the stock 
rather than in the continued successful operation of the business. 
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As in other co-operative enterprises the success of the co-operative 
buying association depends upon the willingness of the members 
of the association to work together harmoniously and to employ 
sufficiently expert managers. The most successful co-operative 
buying associations are made up of retail merchants who are in 
a sufiiciently strong financial position to enable them to pay cash 
for their purchases. 

The fruit-and-produce trade presents a series of particularly 
complex marketing problems. These problems, nevertheless, are 
of wide public interest and constitute some of the most important 
topics covered in a course on marketing. They are concerned 
primarily with the large urban markets. The inhabitants of the 
large cities and the industrial districts of the United States are 
supplied with fresh fruits and vegetables from a wide area. The 
local supplies, in most instances, are not adequate to provide 
during the entire year for the needs of the people living in these 
districts. With the improvement in means of refrigeration and 
transportation, furthermore, producers in distant parts of the 
country have found that they can cater advantageously to 
these markets, even to the extent of engaging in specialized 
agricultural production. The marketing machinery for handling 
this large volume of trade is still by no means perfect. The trade 
is one of especial difficulties because of the fact that a constant, 
regular flow of merchandise is essential and also because of the 
perishable nature of the merchandise, which involves danger of 
loss through spoilage or through glutted markets. 

The commission merchant is one of the chief agencies for the 
handling of fruit and produce in large cities. Ordinarily the 
commission merchant receives shipments on consignments from 
farmers or from country dealers. These shipments are sold at 
the prices that are current when the shipments arrive. After 
deducting his commission fee and any incidental expense that he 
may have incurred, the commission merchant remits the balance 
to the shipper. This system enables the shipper to ship his mer- 
chandise whenever it is ready without awaiting specific orders 
from the commission merchant. It also enables the shipper to 
obtain the benefit of the prices that are current at the time that 
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the shipments arrive at the market. Dissatisfaction sometimes 
occurs when the shipper does not receive as high a price as he 
anticipated. ‘This may be due to poor grading, to poor handling 
in transit, or to an unexpected slump in the market. The com- 
mission merchant not infrequently is held responsible by the 
shipper for the failure to obtain better prices. 

Many commission merchants, furthermore, buy and sell on 
their own account, thus acting as jobbers. This combination of a 
commission merchant and a jobbing business, while it has some 
advantages occasionally even to the shipper, has not ordinarily 
worked out well in any industry in the long run. The conflicts 
of interest tend to create distrust and dissatisfaction. 

In the large urban markets there are several other agencies 
through which produce may be sold. There are car-lot receivers 
who buy outright on their own account. Some of these receivers, 
and also some of the other types of middlemen, send out 
buyers to purchase produce or to contract for it in the growing 
districts. 

The broker, who handles a portion of the trade in produce, 
sells for a brokerage fee shipments consigned to him. Ordinarily 
the broker, however, sells only upon confirmation of the price 
by the shipper. The broker as a rule deals only in car lots. 

The jobber in the fruit-and-produce trade buys from car-lot 
receivers, brokers, or commission merchants, and sells to retailers. 
He performs the regular wholesale merchant’s functions. 

The trade in citrus fruits and occasionally in other products 
in several large cities is carried on through auctions. These 
auctions are ordinarily held daily, and sales are made directly 
at the freight terminal to jobbers and large retailers. The auction 
system can be used advantageously only where there are large 
shipments of carefully graded produce. 

The most serious problem in the trade in fruit and perishable 
produce in our large cities is the lack of adequate terminal facilities 
for handling the trade expeditiously and economically. In New 
York, Chicago, and Boston the wholesale fruit-and-produce mar- 
kets are practically in the same condition that they were twenty 
to thirty years ago. The volume of the trade has greatly increased ; 
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yet these markets are not well situated with reference to shipping 
terminals. The result is expensive teaming through congested 
streets; this frequently causes serious deterioration in the produce. 
While these existing markets may generally be well situated for 
the jobbing trade, nevertheless they are not satisfactorily equipped 
for handling car-lot shipments. The provision of adequate rail- 
road terminal facilities especially equipped for this trade is one 
of the most urgent marketing problems that we face. 

A notable development in the field of marketing during recent 
years has been the growth of the California Fruit Growers’ Ex- 
change, probably the most successful example of a co-operative 
association of producers. The success of this organization has 
undoubtedly been due in part to special circumstances, such as 
the specialized, capitalistic nature of the industry, an all-the- 
year-round production, and previous experience in co-operative 
efforts for other purposes. Not least, among other reasons, is 
the distance from the market, which has placed a premium upon 
the effective control of shipments, with diversion in transit in 
order to have the fruit delivered at the markets paying the best 
prices and to avoid gluts. 

There are also numerous other examples of successful co- 
operative marketing associations of producers which deserve careful 
consideration in a marketing course. While co-operative methods 
are far from being a cure-all for the ills that exist in the marketing 
of farm produce, nevertheless they are achieving enough success 
to warrant a thoroughgoing study of the problems of their organiza- 
tion and management from the business standpoint. 

The final section on wholesale trade in our marketing course 
deals with manufacturers’ wholesale branches. 

There are numerous instances of manufacturers who have 
established wholesale branches for the distribution of their prod- 
ucts directly to retailers. They have thus assumed completely 
the functions and the expenses of the wholesale merchant. In 
few cases does it appear that there has been a substantial saving 
in expense by the adoption of this policy. The objects have 
generally been to facilitate more aggressive selling or to meet 
some special conditions in the industry. 
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Frequently a manufacturer feels that his product does not 
receive enough individual attention from the wholesalers and their 
salesmen. He believes that by coming directly in contact with 
retailers, he will be able to push his goods more effectively against 
the products of his competitors. He values the good will of the 
retail merchants and believes that he can secure it more certainly 
by dealing with them directly. In other instances, the manu- 
facturer establishes a system of wholesale branches in order to 
maintain a more steady production load for his factory. With 
a system of wholesale branches the seasonal fluctuations in the 
volume of sales may be lessened. 

Among the industries in which the operation of manufacturers’ 
wholesale branches is conspicuous is the meat-packing industry. 
Each of the large meat packers has a system of branch houses 
from which the products are distributed directly to retailers. 
Without entering into the many controversial questions regarding 
the activities of the packers, I wish merely to point out that the 
system of branch houses and refrigerator cars enables a packing 
company to secure a nicer adjustment in the distribution of its 
products than could be obtained by any other method that has 
yet been devised. The meat packers, like the dealers in fresh 
fruit and produce, are selling a highly perishable product. Speed 
in marketing is essential; only two weeks’ time elapses from the 
purchase of the steer in the stockyards to the sale of the fresh meat 
in the retail store. The inhabitants of the urban districts, further- 
more, require a continuous supply of fresh meat. The failure of 
this supply would cause hardship and suffering. An excessive 
supply, on the other hand, would result in waste and spoilage. 
A continuous flow of fresh meat in such quantities as are demanded 
from day to day by the various markets must therefore be provided. 
The organizations of the large packing companies appear to fur- 
nish a well-adjusted machine for carrying on this trade with a 
minimum of economic waste. This is one example of the special 
circumstances which in some trades have resulted in the estab- 
lishment of manufacturers’ wholesale branches. 

The discussion of problems that arise in connection with 
methods of marketing goods for retail distribution thus touch upon 
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a wide field of business. They not only serve to acquaint the 
student with the facts that must be taken into account in ana- 
lyzing such problems but also afford a broad survey of conditions 
in numerous industries and trades. 


METHODS OF MARKETING GOODS FOR WHOLESALE CONSUMPTION 


The plan that is followed in analyzing the problems of marketing 
materials, equipment, and supplies for wholesale consumption is 
essentially similar to that used for the preceding topics. We take 
up first the marketing of raw materials, including problems of 
direct sale, such as coal, iron ore, and sugar beets; the problems 
of raw-material merchants, as in the cotton and wool trades; organ- 
ized speculation, as in the grain and cotton trades; the problems 
of financing the trade in raw materials such as in the cattle trade; 
and the use of auctions for products such as leaf tobacco and furs. 

The methods of marketing semi-manufactured and manufac- 
tured materials, such as pig iron, steel, copper, and leather, include 
direct sale, selling agents, and merchants. The marketing machin- 
ery necessary for handling these trades is much less elaborate 
than in most other industries, because the merchandise usually 
is produced in large quantities of specified grade which are in 
turn sold in large lots by specification to other manufacturers. 
In each trade the number of producers is small and the number 
of purchasers is also small. With few exceptions the process of 
assembling is not necessary, and for much of the trade shipments 
can be made directly from the plant of the producer to the plant 
of the consumer without any intervening warehousing. The 
merchant’s function is required only for a small portion of the 
business which is carried on under special circumstances. 

The marketing of equipment is quite similar to the marketing 
of manufactured materials for wholesale consumption in that 
the number of producers is small and the number of purchasers 
also small. Nevertheless, there is one group of problems in 
connection with the marketing of equipment that is peculiar to 
this field. These problems, I believe, have a social significance 
that has not yet been fully recognized. With the growth of 
large manufacturing industries, there has developed a supple- 
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mentary set of industries manufacturing plant equipment. Thus, 
there is a group of manufacturers of textile machinery, the manu- 
facturers of shoe machinery, a group of manufacturers of printing 
machinery, and so on. 

The production of these highly intricate machines necessitates 
an expensive plant and organization for the machinery manu- 
facturer. His field of sale is restricted. Once a new factory is 
equipped with his product, he cannot expect to sell any substantial 
quantity of machinery to that same plant again for a long period 
of time, except for occasional repairs and perhaps for plant exten- 
sion. He cannot count upon repeat sales in his market such as 
the steel manufacturer has in selling his product. In times of 
business depression, moreover, the machinery manufacturer is 
likely to find his market prostrate. 

How are equipment manufacturers to meet this problem? 
These special circumstances probably constitute one of the chief 
reasons for the success of the leasing system of the United Shoe 
Machinery Company, whereby the machinery manufacturer is in 
a position to replace machines at his own option and to encourage 
new customers to build factories. In the textile field, in times of 
depression before the war, the machinery manufacturers some- 
times adopted a policy of taking stock in new mill companies in 
exchange for machinery. This was a marketing device to enable 
the machinery manufacturers to keep their plants in operation. 

Whenever the world approaches the point of saturation in 
the supply of the equipment for any industry, the manufacturers 
of machinery will face an unusually difficult problem. It is 
necessary that their plants be kept in existence in order to take 
care of the needs of replacements. But it is questionable whether 
replacements will furnish enough business to make the operation 
of these equipment plants profitable. At all events this series 
of marketing problems is one that is worthy of careful study by 
our young men who are to engage in business. 


MANUFACTURERS’ SALES POLICIES 


The second major division of our introductory course in market- 
ing, as I previously pointed out, takes up problems of manufac- 
turers’ sales policies. The policies that are discussed here are 
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those that are typical and of frequent occurrence. The object 
is to give a broad view of the subject and to pave the way for 
the specialized courses that follow. 

The first topic under this division is the relation of the sales 
department to the other departments of a business. What is 
the relation of the sales department to the production department ? 
How are the sales policies and the credit policies of a business to 
be harmonized? Specific cases illustrating such questions as these 
are discussed. 

The next topic is that of the determination of the selling points 
of a product. This is a marketing subject worthy of especial 
attention, for it involves that recogniti-n of the point of view of 
the buyer which is so essential in all effective saleswork. 

The determination of brand and trade-mark policies is another 
subject of general significance. Shall the manufacturer sell his 
product branded or unbranded? If it is to be sold as a branded 
product, shall he sell it under his own brand or under the brands 
of wholesalers or retailers? There is a series of interesting ques- 
tions to be taken up in this connection. The selection of a trade- 
mark ties in directly with these questions. 

How is the market for the product to be analyzed? A manu- 
facturer cannot safely assume that his product will appeal alike 
to all classes of consumers. Differences in living conditions, in 
occupations, in habits and customs, and many other factors, as 
well as general business conditions, determine the class or classes 
of consumers from whom he may expect the demand for his prod- 
uct to arise. He needs to know where the potential consumers 
are located and what volume of sales may be counted upon. The 
more definitely he can determine the potential market, the more 
readily can he solve many of his other marketing problems. 

The management of the sales force brings up another series 
of problems. How is the sales force to be selected and trained ? 
What method of paying the sales force is to be adopted? How 
are the activities of the salesmen to be followed and checked? 
A study of the practice of typical manufacturers in dealing with 
such problems is obviously essential. 
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We also cover briefly the subject of advertising in this intro- 
ductory course, in order to familiarize our students with some of 
the fundamental problems in planning advertising work. We do 
not give the students problems in copywriting or in anything of 
that nature. Our object rather is to show the use of advertising 
as a selling force. In the marketing plans of a manufacturer, 
advertising ordinarily should have a definite place. There are 
some services in the marketing of a product which commonly 
can be performed more effectively by advertising than by the 
sales force. The advertising campaign therefore should be planned 
properly with reference to the specific work it is desired that 
it should perform in relation to the other sales work of the 
company. 

Suppose that a company is organized to manufacture a new 
food product. The company is starting out on a small scale with 
the expectation that eventually it will distribute its product to 
all parts of the United States. The product is to be sold through 
the orthodox wholesale and retail channels. What advertising 
should be used to reach wholesalers, retailers, and consumers ? 
Should the advertising precede or follow the initial work of the 
sales force? How long should it be continued? What mediums 
should be used? What message is it desired that the advertising 
should convey? In what sequence are the selling points to be 
presented? Specific problems illustrating such questions as these 
serve to familiarize the students with the factors that must be 
taken into account in planning an advertising campaign from the 
standpoint of the business as a whole. 

Other sales policies, such as the use of the guaranty, methods 
of handling cancellations, and returned goods, are discussed. 

Finally, questions of price policy are taken up. The factors 
that must be considered in determining discounts, in fixing the 
prices to be charged to various classes of customers, and in super- 
vision of the execution of these price plans are often perplexing 
to the executive who must solve them. 

This summary indicates the topics that up to the present 
time we have felt should be included in our introductory course 
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n marketing. The subject is still in its early stages of develop- 
ment, and of course frequent modifications are inevitable. The 
topics that are to be stressed in any such course necessarily depend 
upon the primary interests of the particular group of students. 

In conclusion, I wish to add a word regarding the significance 
of the subject of marketing from the standpoint of public interest. 
For many commodities the costs of marketing are equal to or 
greater than the total cost of the raw materials plus the cost of 
manufacturing. The fact that these costs are high does not imply 
that merchants and manufacturers are lax in their marketing 
methods. Nevertheless, it seems to me certain that in some 
manner the costs of marketing will be substantially reduced dur- 
ing the next generation. I conceive one of the chief functions of 
the course in marketing to be the study of improvements in mar- 
keting methods in order that we may contribute somewhat to the 
ultimate reduction in the cost of getting merchandise from the 
producer to the consumer, and thus contribute to the welfare of 
the public at large. 

MELVIN T. COPELAND 
HARVARD UNIVERSITY 





PROPOSALS FOR THE TAXATION OF WEALTH 
IN GREAT BRITAIN 


The national debt of Great Britain has reached £8,000,000,000." 
From the date of the reluctant admission by the Chancellor of 
the Exchequer last autumn that the debt on March 31, 1920, 
would stand at slightly more than that amount, all political camps 
of the country have bestirred themselves actively in devising 
methods of payment. Apart from the repudiation of the debt, 
a suggestion which has received little serious attention except 
from labor spokesmen representing the extreme left, two types 
of remedies have been under consideration in financial councils.’ 
According to the first, the problem of the reduction of the national 
debt is hardly more than that of continuing the present high rate 
of taxation, particularly the heavy income tax, until the burden 
of debt shall in some measure have been lightened—a dreary 
but conventional and undisturbing proposal. Viewed in another 
light, however, the unprecedented weight of national debt imposes 
upon the nation an unprecedented obligation, and necessitates 
devising a method of speedy and effective release. The various 
proposals for a levy on capital or a levy on war fortunes have been 
brought forward with the intention of clearing away the heavier 
part of the burden with a few bold strokes. 

The proposals for a levy on capital antedate the close of the 
war, and represent an early recognition of inevitable weight of 
the after-war burden. Writing in 1916, in an article on “A Revo- 
lution in the Income Tax” (one of the collection composing the 
Fabian Research Society’s pamphlet How to Pay for the War) 
Sidney Webb advocated a 10 per cent tax on capital.3 

* Revised Financial Statement, 1919-20, issued by the Chancellor of the Exchequer, 
Oct. 23, 1919 (Cmd. 377). 

* Mr. J. M. Keynes’s proposal for the cancellation of all interallied indebted- 
ness (Economic Consequences of the Peace, pp. 252-65) affects only the external debt, 


and is therefore not taken into consideration here. The greater part of the national 
debt of Great Britain is owed within the country. 


3 Fabian Research Society, How to Pay for the War, pp. 260, 263. 
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Even an Income Tax at ten shillings in the pound—even if augmented 
by every kind of indirect taxation that the ingenuity of the Chancellor of 
the Exchequer can devise—may possibly not be sufficient to make both ends 
meet in that momentous first or second Budget of Peace What would 
be required would be, once for all, a lump sum contribution—a Special War 
Levy—of ro per cent of the capital value of all private property. 


This proposal for a capital levy was accompanied by one for 
a ‘citizen tax” on all men and women registered as electors and 
possessing less than the minimum amount of property to be taxed 
according to the first method. 

Little has been heard of the “‘citizen tax,” but the capital 
levy, apparently at first projected as a means of meeting ordinary 
expenses after the war, soon became a familiar proposal for meet- 
ing the obligations of the rapidly accumulating war debt. By 
the end of the year 1917 the plan had received favorable atten- 
tion from influential sections of the press,t was espoused by the 
Labor Party, and had been given qualified approval by the 
Leader of the House of Commons,’ in reply to a trade-union 
deputation. 


In the spring of 1918 the plan came up for consideration in 
the House of Commons. Sydney Arnold (Labor) advocated a 
capital levy for meeting war liabilities, and set forth his plan in 
detail. 


I believe that in all for the purposes of a capital levy the taxable capital 
of the country will amount to about £24,000,000,000. 

The proposal I wish to make is that on the individuals who own capital 
there should be two levies. This first levy should be made as soon as possible, 
but that will probably not be until after the end of the war, and the second 
levy should be made two years later. The levies would be made and paid 
after the manner of the Death Duties. I wish to make it perfectly clear 
that the levies will be on individuals; they will not be on banks and limited 
companies 

The average yield of the Death Duties is, in all, about 10 per cent of the 
property passing at death, but for the purpose of the capital levies, I would 
propose that the scale should be somewhat increased, so as to make the average 
yield of each levy about 12} per cent of the total capital. The scale would 


*E.g., the Round Table and the Daily News. 
2 Parliamentary Debates, Commons, Vol. CXV (1919), col. 441. 
3 Ibid., Vol. CV (1918), cols. 894-96. 
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be a graduated one, on the same principle as the Death Duties scale, but 
with a somewhat steeper graduation. The small capitalists, those below 
£1,000, would be exempt. 


Mr. Arnold was supported by Mr. Philip Snowden (Labor). 
The project was opposed, and was dropped before it reached a 
close issue. 

The proposal was revived with greater vigor in the spring of 
1919. In introducing the budget in May, the Chancellor of the 
Exchequer (Austen Chamberlain) gave his opinion of the weak- 
nesses of the project, especially its effect as a deterrent on the 
saving without which industry must wither, and emphasized the 
superiority of income and death duties. At the time of the second 
reading of the Finance Bill an amendment carrying a capital 
levy was proposed, but was lost.’ 

In the autumn of 1919, after the Chancellor’s speech showing 
the debt of over £8,000,000,000 and the unexpectedly large deficit 
for the year, J. R. Clynes (Labor) called for a levy on capital and 
a reversion to the state of war fortunes. Sir Donald Maclean 
(Independent Liberal) in opposing the capital levy, introduced the 
question of a levy on war profits—-a plan which supplanted that 
of the capital levy and in turn gave way to one for the taxation 
of war-time increases in wealth—but contended that the difficulties 
and disadvantages of the taxation of profits outweighed its advan- 
tages. At the same time the capital levy was under criticism in 
the House of Lords as an inequitable and inexpedient measure. 

The early months of the present year have seen the proposal 
in its third guise, that of a plan for taxing war wealth, congeal 
into a definite form. The Commission of Inquiry requested by 
Mr. Clynes in the House of Commons in the spring of 1919? has 
come into being as a Select Committee of the House of Commons 
to inquire into the practicability of a tax on war-time increases 
in wealth. This Committee has had submitted to it memoranda 
prepared at the instigation of the Chancellor of the Exchequer 
by the Board of Inland Revenue,’ dealing with a levy on war 


* Ibid., Vol. CXVI (1919), col. 325. 2 Ibid., Vol. CXVI (1919), col. 273. 
3 Memoranda by The Board of Inland Revenue on Increases of Wealth (War). 
Cmd. 594, 1920. 
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increases of wealth. At the first meeting of the Committee in 
February the Chancellor expressed his desire for a specific pronounce- 
ment by budget time as to whether there should be a tax of this 
kind and how much it would yield, even if it should not be pos- 
sible to have a bill ready for introduction in so short a time.’ 

In the above-mentioned memoranda the Board of Inland 
Revenue recognizes the fact that the imposition of a tax on war- 
time increases of wealth would transcend in difficulty any previous 
effort at taxation in Great Britain. They maintain that a levy 
on war wealth in order to be practicable should not fall exclusively 
upon war profits, but upon the increase in the wealth of individuals 
within a definite period, preferably June 30, 1914, to June 30, 1919. 
The aggregate net increase of wealth during this period is estimated 
at £4,180,000,000, making the present total wealth of the country 
£15,000,000,000. The two (alternative) methods of taxation sug- 
gested by the Board would yield £900,000,000 and £1,000,000,000 
respectively, or from 11 to 12 per cent of the amount of the 
national debt. The proceeds should go toward the redemption 
of the debt. 

In determining the basis of taxation, the following recommen- 
dations are made: the general exemption limit should be £5,000; 
allowance should be made for economies and savings made in 
furtherance of the war, and consideration should be given to the 
_ fall in the value of money. The income tax procedure should be 
followed in assessing the wealth of husband and wife, and in 
providing for allowances for children. Graduated rates should 
then be applied to the net increase in wealth in the hands of the 
individual taxpayer. 

One of the suggested scales of rates consists of a duty of 40 
per cent on an increase of up to £50,000, and 60 per cent above; 
these rates to be increased to 45 and 65 per cent where the total 
fortune after the war stands at more than £250,000. The alter- 
native system provides a 40 per cent duty on a 50 per cent increase 
of capital and a 60 per cent duty on more than 50 per cent increase. 
It is estimated that the latter scale would produce the larger 
revenue. 


* London Daily Telegraph (February 21, 1920), pp. 13, 14. 
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The influence of Sydney Arnold’s scheme for a capital levy 
as seen in the Board’s recommendation that the obligation to 
give notice of liability should be placed upon the taxpayer him- 
self, with the punishment for failure to do so similar to the punish- 
ment for evasion. Other details of Mr. Arnold’s plan are embodied 
in the suggestion that both installment and lump-sum payments 
should be provided for, with a discount for the latter, and in the 
recommendation that payment should be accepted in cash, govern- 
ment stock, or securities.” 

The acceptance of such a scheme of taxation now seems well 
within the range of possibility. The Chancellor of the Exchequer, 
who formerly declared that he would give no support to a capital 
levy, now regards “‘a levy on capital as justifiable only if applied 
to the reduction of debt’’ and is in the position of urging the 
Select Committee on War Increases in Wealth to prepare a bill 
embodying its conclusions. On the other hand, the moneyed 
interests of the country are as active in opposing the project as 
they were in the early days of the discussion of the capital levy. 
The Manchester Chamber of Commerce adopted the following 
resolution on March 9g: 


That the Manchester Chamber of Commerce considers that, apart from 
the existing duties and taxes, further revenues for any proposed additional 
reduction of the National Debt should be provided gradually by taxation of 
current profits and current income, and not by the confiscation of capital, 
which is so necessary for the expansion and development of industry. 


The effort to tax capital has thus shifted from the proposal 
of a levy on all existing capital—the “conscription of wealth’”— 
at a 10 or 123 per cent rate, to an attempt to reach the profiteer 
through the taxation of war profits, and finally, to a carefully 
framed proposal, worked out by so experienced an organization 
as the Board of Inland Revenue, for the levying of a graduated 
tax on war-time increases in wealth. 

The arguments against a levy on capital have dealt with 
(1) the economic consequences of such a tax, (2) the equity of 

*Sydney Arnold, “A Capital Levy: Realization and Valuation,” Economic 
Journal (June, 1918), pp. 157-66. 

2 London Daily Telegraph (February 21, 1920), p. 14. 

3 Manchester Guardian (weekly edition), March 12, 1920. 
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the method, and (3) problems of administration. The discussion 
which now centers around a tax on war-time increases of wealth 
follows the same general lines, with increased emphasis upon the 
difficulties of collecting the tax. 

It has been forcefully urged that a tax on capital would destroy 
or at least partially cripple the industry of the country, discourage 
saving at a time when industrial reconstruction is imperative, and 
stimulate an exodus of capital to less heavily burdened countries." 
In return it has been argued that many of the anticipated conse- 
quences are similar to those which were prophesied for the income 
tax in its present form, and which have failed to result from it; 
while others may be anticipated as well from a continuance of 
the present high rate of income tax, recourse to which is generally 
accepted by both parties to the discussion as the main practicable 
alternative to a levy on wealth in some form. With regard to 
the tendency of both capital and income taxes “‘to check produc- 
tivity to some extent” a double-edged comment is added by 
Professor Pigou: 

Though current opinion regards a high income-tax as injurious to pro- 
duction, there is no real proof that it is so. Some people, no doubt, will work 
less hard if they know that a quarter of their earnings will be taken away by 
the State, but other people, anxious to maintain their standard of life, will 
work harder; while yet others, particularly those men of enterprise and 
force who value high earnings as evidence of achievement rather than for their 
own sake, will not be affected at all But the argument has ignored the 
important fact that income-tax, at all events as at present organized, dif- 
ferentiates very strongly against saving. Income that is spent on consump- 
tion pays the tax only once, but income that is invested pays it twice—once 
in itself and once in the fruits that the investment subsequently yields.? 


Other exponents of a capital levy see in the projected change 
an actual relief to large numbers of business men. 


Business men with moderate incomes will find the levy much less hin- 
drance to their business than the heavy income tax which would otherwise 


*F. Y. Edgeworth, A Levy on Capital (1919); W. W. Paine, The Case against a 
Capital Levy (1919); W. R. Scott, “Some Aspects of the Proposed Capital Levy,” 
Economic Journal (September, 1918), pp. 247-67. 

2A. C. Pigou, “A Special Levy to Discharge War Debt,’ Economic Journal 
(June, 1918), pp. 135-56, especially pp. 139-40. 
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have to be imposed. The persons who will feel the weight of the levy most 
heavily will be the men of great wealth and those living without personal 
exertion on the proceeds of their investments.* 


Further, it is maintained that although a tax on capital for 
the purpose of redeeming a part of the national debt would effect 
a certain amount of redistribution of capital, it would not diminish 
the available industrial capital of the country except in so far 
as the debt is held abroad.” 

With respect to fairness and equity, the issue has been defined 
with equal clearness. On the one hand it is claimed that the 
taxation of capital represents an abandonment of the ‘“‘ability to 
pay” principle, since it is the current income of an individual 
which is the measure of his tax-paying capacity.3 In the case 
of a tremendous emergency like war, however, it may be more 
equitable to charge expenses upon resources rather than upon 
income—a contention which would probably be readily admitted 
if all resources were in the form of food and shells and guns.‘ 
With the state, as with the individual or corporation, expenditure 
may be divided into revenue expenditure and capital expenditure. 

So far as the community is concerned, its strictly current or revenue 
expenditure might properly be met by an annual tax on the revenues of the 
community, whatever shape that tax on revenue might take. On the other 
hand, abnormal expenditure whose purpose or necessity is more nearly related 


to the permanent interests of the community falls rather under the head of 
capital expenditure, to be met out of the capital resources of the State.s 


Moreover, since about three-fourths of the capital of the 
country is in the hands of persons over 45 years of age, a tax on 
capital would go far to adjust the balance in the hands of those 
who were not forced to give their physical strength in the war. 


*F, W. P. Lawrence, A Levy on Capital (1918), p. 77. 

2 Arnold, op. cit., p. 157; A. Hook, “‘A Tax on Capital and Redemption of Debt,” 
Economic Journal (June, 1918), pp. 167-75, especially p. 170; J. A. Hobson, Taxation 
in the New State (1919), pp. 211-12. 

3A. A. Mitchell, “A Levy on Capital,” Economic Journal (September, 1918), 
pp. 268-75, especially p. 271; J. C. Stamp, “Special Taxation of Business Profits,” 
Economic Journal (December, 1919), pp. 407-27, especially p. 410. 

4 Pigou, op. cil., p. 144. 

5 Hook, op. cit., p. 169. ® Pigou, op. cit., pp. 145, 146. 
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At the present time, with the growing sentiment toward a 
method of taxing wealth which will reach war-time increases, 
the problems of valuation and collection are absorbing more and 
more attention. The valuations necessary for the collection of 
the death duties form one of the few pertinent analogies, and 
these valuations are made on the average only once in thirty 
years. The practical difficulties are recognized by the tax author- 
ities to be greater than those involved in any previous effort at 
taxation. Nevertheless, working from the methods suggested by 
Sydney Arnold in his speeches in the House of Commons in 1918 
and 1919 and described in his article in the Economic Journal 
for June, 1918, and adding the necessary details from the wealth 
of its own experience, the Board of Inland Revenue has been able 
to make out a plan for fixing the basis and rate of taxation and 
for allowing for various methods of payment. In later testimony 
before the Select Committee on War Increases in Wealth the 
method of valuation devised for private firms and companies by 
the Board has been considered in detail, and the representative 
of the Board has presented his opinion that the plan provides 
ample safeguards against hindrance to business through the opera- 
tion of the tax." 

Only a year ago Mr. Arnold’s proposal for a capital levy was 
described in the House of Commons as “not even a socialist 
proposal. It is an anarchist proposal, born of evil times 
The proposal was born of spite.’”* Within the year a plan for 
taxing war wealth has been elaborated by one of the most able 
and experienced tax boards in the country, received with tenta- 
tive approval by the Chancellor of the Exchequer, and given 
careful and unimpassioned scrutiny by a Select Committee of the 
House of Commons. If the changing sentiment is reflected in a 
decision to employ the tax, a rapid readjustment of conventional 


tax theories must follow. 
ALzADA COMSTOCK 
Mount Hotyoke COLLEGE 


* London Daily Telegraph, March to, 1920. 
2 Parliamentary Debates, Commons, Vol. CXVI (1919), col. 306. 





CHICAGO LABOR IN POLITICS 1877-96" 


I 


Labor has its modus operandi for every phase of the business 
cycle. When depression first turns to prosperity, labor demands 
a shorter day. When work is irregular it is willing to work long 
hours on the day when work presents itself, but when work be- 
comes a daily routine it wants the day reduced. Steady work, 
however, swells business prosperity, which is already swelling 
even more in that it gives labor a larger total income than it had 
before, which income it carries to market in the form of demand 
for goods which it previously wanted but could not have. But 
the demand which it carries to market is so large, as compared with 
the demand that is already there, that it creates a relative scarcity 
in the goods it wants and thus sends prices beyond its own reach. 
It now turns from the demand for shorter hours to a demand for 
higher wages to meet the higher prices. This demand it continues 
as prices continue to soar until finally it recognizes the dilemma 
of catching up with prices which it itself, in part at least, advances 
with each increase in purchasing power which it secures, at times 
only at the end of costly strikes. Once it recognizes this dilemma, 
it goes into politics to curb that element in the community which 
in the meantime has been profiting from the upward changing 
prices. Here it demands banking reform, anti-monopoly legisla- 
tion, government control or regulation of railroad and other 
public utilities, land reform, new taxes. But it is only the leader- 
ship that goes into politics at this point—that is, at the crest of 
the business cycle. The rank and file still have steady employ- 
ment and are willing to let well enough alone. When the cycle 

* This is one chapter of a study of about 350 pages covering the various phases of 
the history of labor in Chicago since 1870. The study was begun at the University 
of Illinois under Professor E. L. Bogart and carried to partial completion at the 


University of Chicago under the friendly advice and encouragement of Professor 
H. A. Millis. 
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finally takes its downward course and the factories are closed for 
part time or altogether, they too begin to view politics with favor 
and now put content into the erstwhile empty aspitations of their 
leaders. Alongside of politics, labor carries an economic program 
for the contingencies of depression. When prosperity first turns 
into depression, it defends the wages it earned during prosperity. 
If the depression continues, it demands shorter hours, but this 
time not for leisure but for the purpose of spreading the available 
work over a larger number of workers. 

This is the ordinary circuit that labor travels. Sometimes it 
takes on additional luggage. In times of prosperity it will take 
on consumers’ co-operation to reduce the cost of living to the 
extent of the middleman’s profit; in time of depression it will 
take on producers’ co-operation to give some of the unemployed 
employment. 

At the present time labor is going into consumers’ co-operation 
and politics. On the question of co-operation it is generally united. 
Even the socialists are not objecting, but on the contrary are 
supporting it. On the question of politics just the opposite is 
true. The chief reason for variance there is the belief that labor 
has not accomplished anything through its own efforts in the past 
and is not likely to in the future. But the evidence forthcoming 
on the past is so meager that it is very difficult to say just exactly 
why labor has failed in the past. For the same reason it is also 
uncertain whether the failures of the past are bound to perpetuate 
themselves. Prior to the panic and depression of 1893 it was 
thought that trade unionism would never thrive in this country, 
and history was drawn on for proof. It was shown how every 
period of depression destroyed the trade-union movement built 
up in the preceding period of prosperity. Finally the industrial 
collapse of the nineties came along. It failed to destroy the 
organizations started in the preceding decade and no one has 
speculated on the future of trade unionism since. It is not enough 
to point to past failures; the circumstances of the past failures 
must be shown. In the hope of indicating some of these a 
review of the past political performances of Chicago labor is here 
presented. 
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II 


On four previous occasions Chicago labor has gone into politics 
—once in 1877, once in 1882, again in 1886, and finally in 1893. 
The socialists, of course, have been in politics ever since 1874, with 
some interruptions in the eighties when the anarchists controlled 
the radical labor elements of the city. But their efforts will not 
be considered here, except as they joined in the orthodox efforts 
of the other workers. 


Ill 


The first attempt was steeped in greenbackism. Greenback- 
ism, it will be recalled, grew out of Civil War finances. The govern- 
ment paid part of the expense of the war with greenback paper 
dollars. When the war was over it began to retire them from 
circulation; but as they were being retired, prices which were 
already falling fell still faster, and war-time prosperity, which was 
already declining, declined still faster. A cry went up against 
their retirement and the government ceased to retire them in 1868. 
Prices recovered soon thereafter and with them prosperity, which 
lasted with some ebb and flow until 1873. When the panic 
descended, the government tried to bolster prosperity by reissuing 
some twenty-six million dollars in greenbacks previously cancelled. 
But in 1875 an act was passed providing for the resumption c‘ 
specie payments on January 1, 1879, with the proviso that some 
three hundred million dollars, subsequently raised to three hundred 
and forty-six million and a fraction, remain outstanding. 

The growth and decline of prosperity, coming as it did close 
upon the increase and decrease of the number of greenbacks, aligned 
the workingmen on the side of paper money. The leaders, however, 
went farther and worked out a “‘people’s monetary system”’ based 
on the country’s bonded war debt and the greenbacks. In a 
sentence, the bondholders were to be given the right to exchange 
their bonds for greenbacks; and when they no longer needed them, 
or the market rate of money fell below the interest rate on bonds, 
they were to be given the right to convert them into bonds again. 
Andrew C. Cameron, of Chicago, a printer by trade and editor of 
the Workingman’s Advocate, was the official interpreter of the 
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scheme. He presented it to the workingmen in 1867, but, as busi- 
ness recovered in the following year, it came to naught for the 
time being. 

It was not until after the panic of 1873 descended that it became 
a living issue. But then it was the farmers who first gave expres- 
sion to it and under a slightly different form. With them the 
greenback was not to be the basis of a new monetary system but 
simply a means of supplementing the old. As the depression 
continued, the workers began to view it in the same light for prac- 
tical purposes. In 1875 announcements of meetings of persons “in 
favor of a greenback currency”’ began to appear in the Chicago 
papers.’ In the following year a central club announced that “the 
Independent Greenback party will enter the field in the forthcoming 
municipal contest with a full city ticket composed of candidates 
possessed of distinct integrity, unquestionable honesty, and acknowl- 
edged ability.’”? A short time later the Workingmen’s League of 
Illinois, subsequently changed to the Chicago Labor League, was 
launched to rally the workers for greenbackism. It was to be made 
up of delegates “from trade, labor, and ward organizations,”’ and 
its object was to bring the various workingmen elements “into close 
communion with each other; to disseminate information among 
them; to protect them from discriminating and unjust legislation; 
to ascertain and make known the views of candidates for office on 
questions of interest to its members; to cement brotherly feeling 
among those laboring for wages and their employers; and to 
scrutinize and discuss all matters affecting the conditions of the 
laborer.” At one time the league was said to have had forty-two 
labor organizations in its membership;* but that did not seem to 
have helped the greenback cause, for Peter Cooper, the greenback 
candidate for president of the United States, received some 276 
votes in Cook County in the same year in which the league was 
organized.5 


* Chicago Post and Mail, October 6, 1875. 

2 Chicago Tribune, March 17, 1876. 

3 Workingman’s Advocate (Chicago), April 22, 1876. 

4 Chicago Tribune, September 2, 1877. 

5 Pomeroy’s Democrat (Chicago), November 11, 1876. 
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The situation changed in the summer of 1877. The depression 
which the panic of 1873 had induced was approaching its worst 
stages. Unemployment was widespread, and wages had been cut 
all along the line.’ When the railroads announced another cut 
after several cuts had already been made, the workingmen broke 
into rioting. On the night of July 23, the switchmen on the 
Michigan Central struck. On the following day, they marched 
on the various depots and freight houses in the city and got the 
men there to jointhem. After blocking the transportation system, 
they marched on the manufacturing centers of the city and 
closed lumber-yards, brickyards, foundries, shoe factories, and the 
stockyards. They met with no resistance and so continued their 
operations for two days longer. The third day, however, brought 
a catastrophic end. United States veteran soldiers, state troops, 
letter carriers, city police, and private police were put into action. 
These fought on one side and the workers on the other. Allan 
Pinkerton, whose special police participated in this event, later 
stated that nineteen persons were known to have been killed and 
over a hundred wounded.” 

The effect on the workers was immediate. On August 23, 
the Labor League mentioned above held an open-air meeting, 
repudiated the Democratic and Republican parties, and voted 
to go into politics for itself. It adopted a platform calling for 
repeal of the resumption act of January 14, 1875, remonetization 
and free coinage of the silver dollar, the perpetuation of Treasury 
notes as legal tender, and several other reforms and improvements 
circulating at the time. The platform also contained a number of 
labor planks: an eight-hour day, arbitration of industrial disputes, 
abolition of contract convict labor, prohibition of child labor under 
twelve years of age, enactment of a law compelling employers to 
pay the wages earned in a certain month not later than the fifteenth 
of the succeeding month, the establishment of state and national 
bureaus of labor. Some time later the league changed its name to 
Workingmen’s Industrial party of the United States. 

* House Report of Special Committee on Labor (Illinois), 1879. 


2 Allan Pinkerton, Strikers, Communists, Tramps, and Detectives (New York, 
1882), p. 404. 
3 Chicago Tribune, August 24, 1877. 
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But the appearance of the Industrial party was an invitation to 
other groups to try their hands at politics. The socialists had a 
party of their own since 1874, but were uncertain as to the value 
of holding office under the existing régime and so at times kept out 
of elections. After the riots they were no longer in doubt and 
became a factor in campaigns. The Independent Greenback 
party, after the Chicago Labor League had changed into the 
Workingmen’s Industrial party, made an abortive attempt, together 
with disgruntled Democrats who had subscribed to greenbackism,' 
to organize the Independent party of Cook County based on the 
‘co-operation of all classes of citizens, irrespective of past party 
ties and affiliations.’”’? A. C. Cameron and William McNally, a 
Democratic politician, were leaders of this coup. Meanwhile 
another set of workingmen organized the National Workingmen’s 
Organization of Illinois. This was to be a non-partisan organiza- 
tion. Its purpose was not to put a ticket in the field, “but to 
bond the workingmen together for the support of the best men who 
would be nominated by either of the two great parties.’’? Later 
on it appeared that Republican politicians were welcome guests 
at its meetings.‘ All told, five different elements were now bid- 
ding for the labor vote: there were the disgruntled Democrats 
who had subscribed to greenbackism; there were the doctrinaire 
greenbackers counting in their midst such brainworkers as J. A. 
Noonan, editor of the Industrial Age, M. M. Pomeroy, editor of 
Pomeroy’s Democrat, S. F. Morton, editor of The Telegraph, “Dr.” 
Taylor, ‘‘ Judge” Layton, “Colonel” Ricaby, “ Professor” Corcoran, 
“Professor’”’ Jackson; there were the Industrials who apparently 
were the manual workers; there were the non-partisan working- 
men with the Republican bias; and finaily the socialists. 

Now began the coalitions and disaffections which have brought 
so many labor parties to ruin. At first the Socialist party and the 
Industrial party tried to “capture”? one another. They held 
joint committee meetings, but could not come to an agreement. 
The Socialists looked upon the Industrials as renegade old-party 


* Pomeroy’s Democrat, April 7, 1877. 3 Ibid., September 12, 1877. 
* Chicago Tribune, September 20, 1877. 4Ibid., October 14, 1877. 
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politicians; moreover, greenbackism concerned itself only with the 
medium of exchange and did not strike the root of the industrial 
problem. The Industrials looked upon the Socialists as dreamers 
and would not, as one who objected to union put it, unite with 
what he must term “‘a rabble.”” Then came the Cameron-McNally 
stroke in the attempt to organize the Independent party of Cook 
County as a rallying ground for all citizens “irrespective of past 
party ties and affiliations.’”’ The Industrials were invited to come 
to the initial meeting. Cameron read an address that pictured 
the distress of the times and proposed a program which did not 
differ from the program of the Industrials, so far as the greenback 
issue was concerned, but contained no labor planks. When a vote 
on the address and program was called, the hall broke into con- 
fusion. The chairman, however, on a viva voce vote declared the 
address and program adopted and, together with Cameron and 
others, left the hall. The Industrials remained, reorganized the 
meeting and adopted their own program instead. Cameron came 
back and pleaded with the workingmen that he was the author of 
the greenback principles, but the workingmen remained resolute." 

Finally the Democrats came to stir the already troubled waters. 
Out of thirteen county offices to be filled in the approaching election, 
they offered the Industrials the nomination of seven, but mostly 
the minor offices. When the question of accepting the offer came 
up, Thomas Kavanaugh, the spokesman of the Industrials, objected 
only on the ground that the Democrats retained the big jobs for 
themselves. John McGilvary, another prominent figure, opposed: 
the whole deal. He “hoped the Workingmen’s party would do 
something for humanity.”’ The offer was rejected by 26 votes as 
against 19.2_ But when the Industrials actually met to nominate 
a ticket, the gullible were strong enough to carry out the design of 
the Democrats and nominated a Democratic ticket, the only 
Industrials given place on it being Kavanaugh and McGilvary. 
On the following day the Democrats met and nominated practi- 
cally the same ticket. Kavanaugh, although at first defeated for 
nomination on this ticket, was subsequently given a place on it. 


* Chicago Tribune, September 20, 1877. 2 Tbid., October 19, 1877. 
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But even before that had happened, he advised the workingmen 
“to vote for those men whom they desired and no others, no 
matter what ticket they were on.’” 

Next, the Independent Greenbackers under the leadership of 
Cameron and McNally turned to support the Democrats,’ while 
the National Workingmen’s organization of Illinois, which had 
promised to remain non-partisan, fell out with the Republicans 
and nominated a ticket of its own. At the beginning its ticket 
was a hybrid affair, but as the election approached it became more 
and more Democratic, particularly as to the important offices.’ 

After these coalitions were effected came the disaffections. 
The Industrials, who were dissatisfied with the Democratic alliance, 
split away from the original Industrial party and organized an 
Industrial party of their own. The Greenbackers, who were 
dissatisfied with the indorsement their party gave to the Democrats, 
also split away and organized their own Greenback party. The 
rump elements then united under the name Industrial-Greenback 
party. But even they failed to remain true to greenback-laborism 
and placed at the head of their ticket for county treasurer David 
Hammond, who had bid for the Republican nomination but had 
lost out.‘ 

The election was now about a week off, but matters were not 
finally settled. The different factions in the field began to exchange 
“favorite sons.” The Industrials who had indorsed the Democrats 
now put some of the Industrial-Greenback candidates on their 
tickets The National Workingnien’s organization of LIllinois, 
which originally was non-partisan and which later decided to run 
a ticket of its own, removed its candidate for school superin- 
tendent and indorsed the candidate whom the other parties had 
nominated, including the Democrats. Two or three days before 


* Chicago Tribune, October 31, 1877. 

2 Pomeroy’s Democrat, November 17, 1877; Chicago Tribune, October 26, 27, 1877. 
3 Ibid., October 30, 31, November 2, 1877. 

4 Pomeroy’s Democrat, November 17, 1877. 

5 Chicago Tribune, November 1, 1877. 

6 Ibid., November 2, 1877. 
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the election some of the candidates of the Industrial-Greenback 
party “quit.” The executive committee wrangled on substitutes 
until the day before the election, with the result that ballots could 
not be printed in time. On election day 45 out of 85 precincts had 
no ballots. When the votes were counted, the most favored 
candidate of the Industrial-Greenback party received 1,760 votes. 

The balance of the story of this first attempt of labor in politics 
is not unlike the part already told. In the spring of 1878 all the 
factions rallied under the inspiration of a national convention of 
greenbackers and laboring men held at Toledo. But now M. M. 
(Brick) Pomeroy became a center of discord. He had gone to the 
Toledo convention opposed to the bond feature in the greenback 
scheme. He was defeated and as soon as he returned to Chicago 
started a repudiation movement.? In the fall of the same year 
McNally started a new party of his own. He is found at the head 
of an “executive committee of the genuine Greenback party.’’ 
When he tried to nominate a Democrat for sheriff, his party split. 
The malcontents went over to the faction that originally swore 
allegiance to the Toledo convention. In the spring of 1879 
Pomeroy’s opposition of 1878 blossomed out in the Union Green- 
back Labor party; but now the Toledo faction dropped its 
independence and indorsed Carter H. Harrison, the Democratic 
nominee for mayor. 

Meanwhile the resumption of specie payment occurred in Jan- 
uary, 1879. That left the party without a cause. Business began 
to recover about the same time. That made the men look to their 
jobs. The “parties” wrangled awhile longer and finally dis- 
appeared. 


IV 


Business prosperity which began in 1879 began to decline in 
1881, and 1882 again saw hard times. The workingmen who had 
busied themselves with shorter hours and higher wages in the 
interval turned to politics in 1882. In this year the Trades 


* Pomeroy’s Democrat, December 1, 1877. 
2 Ibid., March 23, 30, 1878. 
3 Chicago Tribune, September 20, 1878, p. 8, col. 4. 
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Assembly, the forerunner of the present Chicago Federation of 
Labor, ran its own legislative ticket under the name of the United 
Labor party." But the real political manifestation of the year 
centered in the newly born Anti-Monopoly party. 

The Anti-Monopoly party was really nothing more than the 
old Greenback party reshuffled and restacked to meet new condi- 
tions. The resumption of specie payment in 1879 left little hope 
for greenbackism. At the same time the monopoly movement was 
becoming more obvious. It had already passed through its pooling 
stage and was entering into its trustee or trust stage. The Standard 
Oil Company, it will be recalled, was organized in 1882 as a trustee- 
ship. Meanwhile Henry George had published his book on Progress 
and Poverty in 1879. At the organizing convention of the party 
one delegate offered a resolution ‘‘declaring the land monopolist as 
the greatest enemy of the human race. and indorsing Henry George’s 
scheme for the nationalization of land.” Other issues which had 
grown in importance since the seventies were woman suffrage and 
prohibition. 

All these and others found their way into the platform which, 
as finally drawn, called for the following: that the resources of life 
should become the property of the whole people, that the railroads 
and telegraphs be brought under national control, that the national 
government be the sole source of money “whether of paper, silver, 
or gold,” that the monopoly of land be abolished, that all inventions 
worthy of adoption be purchased by the government ‘“‘and given 
to the people,” that the questions of prohibition and woman suffrage 
be submitted to a vote of the people, and finally, that labor be 
given a greater share of the attention of the legislature.’ 

The elements that composed the new party were more varied 
than the elements which composed the old. There were the green- 
backers who were already split up between disgruntled old party 
politicians, intellectuals, and manual workers; there were the anti- 
monopolists. single taxers, prohibitionists, suffragists. Not opposed 
to these but in addition to them were a number of Knights of Labor. 


* Chicago Arbeiler Zeitung, September 18, 1882; Chicago Tribune, September 11, 
October 2, 1882. 
2 Ibid., September 9, 26, 1882. 
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But these were not all. The socialists who a few years earlier 
campaigned under their own banner now supported the party. 
But they were divided among themselves on the basis of political 
and direct action, the sponsors of the latter becoming the anarchists 
of 1886 fame. They brought their differences into the party only 
to its damage.t Beyond the party lines was the further distracting 
influence of the Trades Assembly which, as already mentioned 
above, ran its own legislative ticket and refused to co-operate with 
the anti-monopolists even to the extent of indorsing those candidates 
for office for which it made no nominations.? 

The campaign was not a particularly lively one. The only 
labor papers in the city were controlled by the radical socialists. 
These were the German Arbeiter Zeitung, Vorbote, and Fackel. The 
anti-monopolists and the trade unionists fought each other. The 
conservative and radical socialists within the party called each 
other names. As the campaign was drawing to a close, the prom- 
inent candidates of both the party and the Trades Assembly began 
to withdraw their names. Albert R. Parsons and Mark L. Craw- 
ford withdrew from the Trades Assembly ticket and George A. 
Schilling from the Anti-Monopoly ticket. The election returns 
gave the Anti-Monopoly candidates but a few hundred votes; the 
congressional candidate in the first district received some 500 
votes. The legislative candidates of the Trades Assembly ran 
somewhat better; the candidate for the assembly in the fifth 
district received over 3,000 votes. That was the end of the Anti- 
Monopoly flutter. 


V 


It was the Haymarket bomb of May 4, 1886, that precipitated 
the political movement of this and the few following years. Up 
to this time Chicago was, so to speak, an industrial frontier town. 
Ever since the Civil War it had been growing at a feverish pace in 
industry, commerce, and population. Indeed, the growth was so 


* Ibid., October 9, 1882. 
2 Chicago Arbeiter Zeitung, October 2, 1882; Chicago Tribune, October 2, 1882. 
3 Chicago Arbeiter Zeitung, November 9, 1882. 
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fast that capital and labor simply did not know how to behave in 
each other’s presence. Instead of constituting some form of 
orderly relationship, capital organized a secret fund to exterminate 
labor, and labor organized a secret fraternity to exterminate capital. 
The kind of relationship existed that some of the younger cities 
of the far West have re-enacted since. When the bomb fell, 
labor as a whole was made to pay the penalty for the lives lost in 
the explosion. Those who were immediately connected with the 
preachments of violence, although it has never been proven in or 
out of court just who was responsible for the bomb, were seized and 
executed or imprisoned. Those who had no connection whatso- 
ever with such preachments but who, on the contrary, had 
counselled moderation were nevertheless discredited in their 
relationship with their employers. In the midst of the propaganda 
of violence, the orderly labor elements had announced that after 
May 1, 1886, they would not work longer than an eight-hour day. 
The demand was so universal that as May 1 approached employers 
began to establish the eight-hour day in their shops; but after the 
bomb fell, only three days later, the employers began to return 
to the old hours. Labor felt that the tragedy of the bomb was 
laid at its door only to discredit it in its economic demands, and 
it turned to politics to save itself. By this act it brought into 
existence the most successful labor party that had ever appeared 
in Chicago. It elected eight legislators, one alderman, and in one 
mayoralty election forced the two old parties to combine. 

Already in the heat of the trial a provisional committee met 
and issued a call for a conference of delegates to meet on August 
21 “for the purpose of discussing the situation and taking such 
independent political action as our joint wisdom may dictate.” 
Some 251 delegates responded to the call and organized ‘‘a federa- 
tion for independent political action.” Represented at the meeting 
were about 47 trade and labor organizations, 41 Knights of Labor 
assemblies, and an organization called the Peoples’ Party Club." 
Some time later the federation was christened the United Labor 
party and was purged of all but delegates from the Knights of 


* Proceedings (manuscript), August 21, 1886. 
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Labor assemblies and trade unions." It was thus made literally 
a labor party. 

As between the trade unionists and Knights of Labor there was 
already room for differences of opinion; but within this dichotomy 
there were many more differences that were much more petulant. 
There were anarchists, socialists, single-taxers, reformists, old-time 
Republicans and Democrats. At the very first nominating con- 
vention these differences showed themselves in a split between 
those who wanted independent political action and those who 
wanted to dicker with the old parties. The alignment was anarch- 
ists, socialists, single-taxers, reformists on one side, and Repub- 
lican and Democratic workingmen on the other. The split came 
on a vote for a temporary chairman. The radicals supported 
Charles G. Dixon, and the conservatives M. B. McAbee, an old 
Democrat and trade unionist. The radicals won out and quickly 
adjourned the meeting in the midst of an effort on the part of the 
conservatives to pack the hall with additional delegates. The 
radicals then met by themselves and read the conservatives out of 
the party. 

The conservatives, too, met by themselves and organized the 
Cook County Labor party. They drew their chief support from 
Cigar Makers’ Union No. 14, Typographical Union No. 16, Brick-. 
layers’ and Stonemasons’ unions, Stonecutters’ unions, stationary 
engineers, hod carriers, pressed-brick and terra-cotta setters. 
They nominated a ticket made up of Democrats, Republicans, and 
some independents. John M. Dunphy was placed at the head of 
the county ticket for sheriff. He was a Democrat, had served one 
term as West Town collector, one term as city treasurer, and 
recently failed to get the Democratic nomination for sheriff which 
he sought.? 

Cleansed of old party adherents, the United Labor party 
adopted a platform according to its own choice and nominated an 
independent state and county ticket made up, with but few 

* Minutes of Committee of Twenty-one (manuscript), August 21, 1886. 

? Chicago Tribune, October 5, 1886. 
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exceptions, of workingmen. Its judicial candidates it chose from 
the nominees of the two old parties, not having men trained to fill 
those positions in its own ranks. The platform it adopted excori- 
ated the affiliation of the Democratic and Republican parties with 
wealth and declared that labor must organize “into defensive 
political organizations” as it has been organized into defensive 
producers’ organizations. On specific points the platform was 
divided into national demands, state demands, and county demands. 
The national demands were: an eight-hour day for all government 
employees and the employees of special-privilege corporations, 
government ownership of all means of communication, an anti- 
contract labor law, a national monetary system, tax reform, the 
forfeiture of all unearned land grants, restrictions upon the 
ownership of land, and the reservation of all public lands for actual 
settlers, election days to be holidays, no increase of the army in 
time of peace, and the abolition of private police such as the 
Pinkertons. The state platform indorsed an amendment to the 
Constitution looking to the abolition of contract convict labor, 
indorsed an eight-hour day for public employees and employees of 
corporations enjoying any special privileges, favored weekly pay- 
ment of wages, abolition of child labor under fifteen years and com- 
pulsory education for children between six and fourteen years, 
popular election of school boards making women eligible, free 
school supplies, and an employers’ liability law. The county 
platform, in addition to reforms in the machinery of the county 
government, demanded state insurance and the taxation of “all 
lands held for speculative purposes . . . . equally with cultivated 
lands.’”* 

The form of organization adopted for the party was that of 
federation between the trade unions and the Knights of Labor 
assemblies which declared themselves for politics. But the trade 
unionists at this time had two central bodies, one conservative and 
the other radical. The Trades Assembly was the organization for 
the former and the Central Labor Union for the latter. The 
Knights of Labor assemblies also had two district assemblies, one 


* Proceedings of the convention (manuscript), September 27, 1886. 
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conservative and the other radical. District Assembly No. 24 
was the organization for the former, District Assembly No. 57 for 
the latter. While the locals elected the delegates to the city 
central, the membership on the executive committee of the party 
was divided in such a way as to give each of these four bodies 
equal representation thereon, the city central itself electing the 
odd man. Ward clubs were authorized, but these had a precarious 
existence. Workers alone could organize a club. After organiza- 
tion they had to have at least a majority of workers. At first they 
could not send delegates to the central body but could recommend 
candidates for nomination. Later the privilege of recommending 
was taken away from them. When the party began to decline, 
representation was extended to them. 

At the polls the party scored a victory. It cast 24,845 votes, 
elected seven members to the assembly and one to the senate at 
Springfield, elected five judges out of the six that it indorsed, and 
fell short of electing a congressman by 64 votes. Moreover, it 
helped to defeat the Democratic party and helped turn the county 
over the Republicans. This is the biggest victory labor has ever 
won in Chicago. 

But the victory was not altogether an unmixed joy. Indeed, 
it contained within itself the elements of final defeat and dis- 
integration. After the election was over, and in preparation for 
the one to come in the spring of 1887, the old parties stiffened 
their opposition. They also became more meddlesome than before 
in the affairs of the party. The Democrats won over William 
Gleason, a member of the executive committee of the party, to the 
idea of fusion and for his services subsequently rewarded him with 
a clerkship in the election commissioners’ office.’ It should also 
be recalled that the party was conceived in the hope of vindicating 
labor of any connection with the Haymarket bomb; but it was 
this very thing that the old parties now capitalized to their own 
advantage. A vote for them was a vote for law and order and the 
American flag; a vote for labor was a vote for anarchy and the red 
flag. ‘To make success doubly certain they united on one candidate 


1 Chicago Arbeiter Zeitung, January 30, 1888. 
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for mayor. In the election, of 75,000 votes cast, the laborites 
drew some 23,500 and elected but one alderman in the fifth ward." 

The vote was a great disappointment to the workers. The 
different factions began to lay the defeat at one another’s door. 
“Had Dixon been the candidate,” said the Knights of Labor, 
speaking for the conservatives, “had Morgan not run the con- 
vention and campaign; had Currlin not been put on the stump, 
there would have been 40,000 votes instead of 23,000.’ Mean- 
while William Gleason who had been conniving with the Demo- 
crats, organized a party of his own, and, what is more important, 
appropriated the name of the old party through a state charter. 
In the fall of 1887, his party, popularly known as the Free Lunch 
party, indorsec. the Democrats. The old party, disheartened and 
confused in the public mind, polled only about 7,000 votes. After 
the election, to distinguish itself from the other, it adopted the 
name of Radical Labor party. 

Meanwhile a third party appeared on the horizon to make 
worse things already bad. This was the Union Labor party organ- 
ized early in 1887 in Cincinnati which was really nothing more nor 
less than the ghost of the old Greenback party come to earth. It 
had a national ambition and proceeded to organize, among other 
cities, Chicago. At first the Chicago workers balked. It was not 
radical enough for them. ‘The platform,” said the Chicago Labor 
Enquirer”. . . . is good as far as it goes... . but to enlist 
the wage-workers . . . . in an independent political movement, 
a platform must be broad, deep. and radical.’’ That was early in 
1887. But after the poor showing of the fall election in the same 
year and in the face of the approaching national election in 1888, 
the workers began to view it more and more favorably. Being 
organized on a national scale, it was better fitted for the exigencies 
of a national campaign than a purely local organization. The 
Labor Enquirer, which first opposed it, and the Knights of Labor 
now turned their columns to its support, and District Assembly 
No. 24 of the Knights of Labor likewise voted its aid. Finally 

* The Knights of Labor, April 9, 1887. 

2 April 9, 1887; Morgan was the leader of the socialists, Currlin of the anarchists. 

3 The Knights of Labor, August 18, 1888. 
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the Radical Labor party itself went over to it. The Union party 
entered the fall election with a national, state, and local ticket, 
but drew only about 2,180 votes. 

This result dampened the hopes of those workers who had 
taken new courage in the possibilities of the national party. It was 
a disappointment to them and led to their withdrawal from politics. 
Thus the labor parties set in motion in 1886 volatilized in a two- 
year period. The first to go were the conservative trade unionists 
under the name of the Cook County Labor party. The next were 
the Free Lunchers, less conservative and probably less sincere than 
the first. The next a shade less conservative than the first two, 
went up with the Union Labor party. The only ones that remained 
were the socialists, and they campaigned under their own banner 
in 1889. The single taxers and anarchists were lost somewhere 
between the beginning and the end. 


VI 


The labor politics of 1893 were an irradiation of the discontent 
that followed the panic of that year. The People’s party, launched 
in 1891, maneuvered for the labor vote in the presidential election 
of 1892, but its candidate received some 1,214 votes in Cook 
County out of 249,000 votes cast. The times were still too good 
for politics. But after the panic descended and the Pullman strike 
came to pass with its injunctions, United States troops, and the 
imprisonment of the strike leaders, labor changed its mind and 
joined the Populists. 

At its very first convention after the panic, the Illinois State 
Federation of Labor avowed a new faith in politics and instructed 
its executive board to call within the next six months a conference 
of representatives of the Illinois State Federation of Labor, the 
Farmers’ Alliance, Knights of Labor, ‘and such other industrial 
bodies as may be deemed essential.” ‘The repeated deception”’ 
it further declared, ‘‘of the laboring people by the Republican and 
Democratic parties emphasizes the necessity for independent 
political action on the part of the producers, and we declare that 
the reform necessary to a successful solution of the labor problem 
can only be attained by entering the political arena with the firm 
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determination to obtain administrative supremacy through the 
ballot box.’* The committee called a convention for July, 1894, 
at Springfield, but when the Populists saw that, they invited the 
workers to come to their convention called for May at the same 
place. The workers responded by sending a delegation from 
Chicago headed by Thomas J. Morgan. Morgan was a socialist- 
trade unionist who had from time to time challenged Samuel 
Gomper’s position in the American Federation of Labor. In 1893 
he submitted to the convention of the American Federation of 
Labor a program calling, among other things, for the collective 
ownership of all the means of production and distribution. The 
program was submitted to a referendum vote and was in 1894 
being debated all over the country. This program Morgan sub- 
mitted to the Populists. A preliminary conference recommended 
it for adoption in toto, but the convention itself adopted all except 
the plank calling for collective ownership of the means of produc- 
tion, otherwise known as “plank 10.” Morgan went home dis- 
gruntled and the Arbeiter Zeitung lamented the outcome. It 
thought “plank 10” was the only reason for an independent party. 

The Illinois State Federation of Labor then proceeded with its 
convention. The Chicago delegation came multicolored; there 
were in it Republican and Democratic politicians, Populists, single- 
taxers, trade unionists, Knights of Labor, socialists, anarchists. 
“Plank 10” was the center of the struggle from the beginning. 
The conservatives were on one side, the radicals on the other. At 
first the debate was free to all, then two teams were appointed to 
debate it in orderly fashion. When the vote was finally called, 
the plank was defeated by 59 against 49 votes. For the sake of 
harmony, however, a sugar-coated edition of “plank 10” was 
adopted chiefly through the instrumentality of Henry D. Lloyd. 
It read as foliows: “We recommend those we represent in this 
conference to vote for those candidates of the People’s party at 
the coming election who will pledge themselves to the principles 
of the collective ownership by the people of all such means of 
production and distribution as the people elect to operate for the 


* Proceedings, eleventh annual session, Galesburg, 1893, pp. 21, 42; Chicago 
Arbeiter Zeitung, November 17, 1803. 
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commonwealth.” The platform settled, the convention indorsed 
the Populist candidates for state offices. That was virtual fusion 
with the People’s party.’ 

When the difficulties were settled in the state, they began to 
form in the city, this time between those who favored old party 
politics and those who favored new party politics. In August a 
county nominating convention met with some 900 members made 
up in the following way: the American Railway Union which 
conducted the Pullman strike, with 189 delegates, the People’s 
party with 130, the Knights of Labor with 58, the Socialist Labor 
party with 130, single-taxers with 10, Turner societies with 9, and 
the trade unionists with the balance. When nominations for 
chairman were called, the radicals nominated Charles G. Dixon, 
and the conservatives J. J. Ryan, at one time president of the 
Building Trade Council. The hall became a pandemonium. The 
corridor contingent of the convention pressed against the locked 
doors and broke in. The Ryan supporters were shouting “‘Trade 
Unionists versus Populists.”” The Dixon supporters were shouting 
their own watchwords. Finally the convention broke up, with 
each faction claiming the name of the party. The Ryan faction 
then turned Democratic with some exceptions, and the Dixon 
faction remained Populist. As such, the Dixon faction cast some 
31,000 votes in Cook County but elected no one. 

After the election the first defection occurred in the departure 
of the socialists. Thus far, as appears from the representation at 
the nominating convention, the party was a federation made up 
of elements separately organized. After the election an attempt 
was made to amalgamate all these elements into locals which 
should receive their charters from the party itself. The socialists 
objected; it would destroy their organization. Moreover, they 
began to view the People’s party as a party of small merchants 
and small farmers “who beginning to feel their impending doom 

. ask the workingman to assist them in patching up our 
present capitalistic system.’* They withdrew. 


* Fight-Hour Herald, July to, 1894. 
2 The People (New York), April 7, 1895. 
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Partly crippled, the party entered the mayoralty campaign in 
the spring election of 1895, but it drew about half the votes now 
that it drew in the previous election. That discouraged some of 
the elements that still clung to the party in the hope that it would 
become ‘‘the party of the American workingmen.”’ What was 
left joined the Democrats in an effort to elect Bryan president of 
the United States in 1896. 


VII 


Both the opponents and advocates of labor politics can draw 
comfort from the above facts. The opponents can point to the 
brief and stormy existence of each party as it came and departed. 
The advocates can point to the planks which originated with those 
parties, but which have since been “stolen” by others. But, 
partisan perspicacity aside, why were the parties so short-lived ? 

Labor politics thus far have been wholly palliative. Only at 
the end of a series of strikes aimed to keep wages abreast of rising 
prices has labor gone into politics. The masses did not go into it 
until depression came, and went out of it as soon as time brought 
relief. Under such conditions parties could not thrive. Each 
disavowal of politics made the next avowal so much the harder. 
Even after it had been again solemnly resolved that labor had to 
organize on the political as well as on the economic side, it was then 
difficult to put content into the resolution. There was no organ- 
ization; there was no “glorious past.” There were no “leaders,” 
spell-binders, ward-heelers, “captains,” with which to man an 
organization. Conventions split as soon as the gavel fell. Family 
fights were conducted in the gaze of all, only to repel into old-line 
respectability the unwary, who are never allowed to see the struggles 
that go on in the old-established parties. In the absence of solid 
organization the old parties had a chance to “play” the new to 
death. They played one faction against the other and lured away 
whatever leadership manifested itself. 

The socialists were the only ones that brought organization 
and leadership to the labor parties. But they brought the kind 
they had in their own organization and those were not altogether 
suited for getting votes. The leaders knew Marxian socialism and 
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they talked Marxian socialism in campaigns in which local issues 
were to be decided. The organization they brought was of the 
lodge-pattern variety in which the unit of organization was the 
club. The club was organized, not on the basis of the political 
geography of the city, but on the basis of nationality. When a 
labor party was organized, trade unions, Knights of Labor 
assemblies, single-tax organizations, and Turner societies were 
simply treated as clubs who, together with the socialist clubs, 
sent delegates to a city central body which was the party. But 
as each union, each Knights of Labor assembly, each single-tax 
organization, and each Turner society was organized, not along 
ward lines, but according to its own particular interest, each was 
politically impotent just as each socialist club organized on a 
basis of nationality had been politically impotent. 

But if this form of organization was unfit for politics, it was 
fatal in still another way. Only a catastrophe such as occurred 
in 1877 and 1886, and the depression and unemployment which 
accompanied these and the other political manifestations, were 
strong enough to overcome the differences of the elements that 


united in these parties. But under the club form of organization 
the differences were allowed to persist. Each element worked 
out its own solution of the world’s problems to the exclusion of all 
other possible solutions behind its own doors. When they met in 
conventions each tried to foist its own solution upon the others, 
with the results indicated above. 


EpWARD B. MITTELMAN 
UNIVERSITY OF CHICAGO 





NOTES 


THE INDUSTRIAL CONFERENCE 


The Industrial Conference called by President Wilson on 
December 1 made public its final report March 20, in which it 
recommends joint organizations of employers and workers as the 
most promising method of attacking problems arising from the 
relationships in industry. Unlike its predecessor, the ill-fated 
first conference which split when the Gompers resolution on col- 
lective bargaining was introduced, this conference engineered its 
course more wisely and seems to have been more free from out- 
side instructions, less suspicious by nature, and somewhat less 
shackled by petty antagonisms. The fact that it did not pur- 
port to represent distinct warring interests may be the explanation 
in part. The results, however, are more happy and, although 
there may be many differences as to the advisability of the pro- 
gram suggested and a feeling that the conference has adopted a 
safety-first attitude, the dissenter will recognize that the delegates 
acted in good faith and that the findings were reached upon an 
intellectual basis and as such are worthy of respect, if not of 
acceptance. 

The system of settlement recommended by the conference 
consists of a National Industrial Board, local regional conferences 
and boards of inquiry to be established by the President and 
Congress as follows: 


1. The parties to the dispute may voluntarily submit their differences 
for settlement to a board, known as a Regional Adjustment Conference. This 
board consists of four representatives selected by the parties, and four others 
in their industry chosen by them and familiar with their problems. The 
board is presided over by a trained government official, the regional chair- 
man, who acts as a conciliator. If a unanimous agreement is reached, it 
results in a collective bargain having the same effect as if reached by joint 
organization in the shop. 

2. If the Regional Conference fails to agree unanimously, the matter, 
with certain restrictions, goes, under the agreement of submission, to the 
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National Industrial Board, unless the parties prefer the decision of an umpire 
selected by them. 

3. The voluntary submission to a Regional Adjustment Conference 
carries with it an agreement by both parties that there shall be no inter- 
ference with production pending the processes of adjustment. 

4. If the parties, or either of them, refuse voluntarily to submit the dis- 
pute to the processes of the plan of adjustment, a Regional Board of Inquiry 
is formed by the regional chairman, of two employers and two employees 
from the industry, and not parties to the dispute. This Board has the right, 
under proper safeguards, to subpoena witnesses and records, and the duty 
to publish its findings as a guide to public opinion. Either of the parties at 
conflict may join the Board of Inquiry on giving an undertaking that, so far 
as its side is concerned, it will agree to submit its contention to a Regional 
Adjustment Conference, and, if both join, a Regional Adjustment Conference 
is automatically created. 

5. The National Industrial Board in Washington has general oversight 
of the working of the plan. 

6. The plan is applicable also to public utilities, but in such cases, the 
government agency having power to regulate the service, has two representa- 
tives in the Adjustment Conference. Provision is made for prompt report 
of its findings to the rate-regulating body. 

The Conference makes no recommendation of a plan to cover steam 
railroads and other carriers, for which legislation has recently been enacted 
by Congress. 

7. The plan provides machinery for prompt and fair adjustment of wages 
and working conditions of government employees. It is especially necessary 
for this class of employees, who should not be permitted to strike. 

.8. The plan involves no penalties other than those imposed by public 
opinion. It does not impose compulsory arbitration. It does not deny the 
right to strike. It does not submit to arbitration the policy of the “closed” 
or “open” shop. 

The plan is national in scope and operation, yet it is decentralized. It 
is different from anything in operation elsewhere. It is based upon American 
experience and is designed to meet American conditions. It employs no 
legal authority except the right of inquiry. Its basic idea is stimulation to 
settlement of differences by the parties in conflict, and the enlistment of 
public opinion toward enforcing that method of settlement. 


Naturally a plan so loosely conceived and so indefinitely 
endowed with authority will fail to satisfy military temperaments: 
those who believe and preach, and those who do not state but 
who nevertheless believe it is time to decide definitely which is 
going to run this country, labor or capital. It will not meet with 
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the approval of any of the organized or unorganized forces of 
labor who want a showdown between labor and capital. It cannot 
appease the desires of any person who seeks to approach the 
industrial problem from the standpoint of the strategy of any 
side, cult, or ism. But the conference is not to be measured by 
the extremes of any side; these groups may safely be left out 
of consideration in the discussion of the merits of the plan. A 
more satisfactory measurement can be found only by seeking for 
a yardstick which is somewhat less likely to be warped, although 
in a society suffering from illiteracy in industrial matters to the 
degree that ours does any system of measurement is certain to 
be faulty. 

A study of the general plan reveals certain definite points of 
contrast in the method of approach to that which has already 
been suggested as a means to meet the problem of industrial 
disputes. When the President announced the membership of 
the second conference, the common feeling was that the body 
was not representative and could not decide for the parties in 
conflict. Seemingly the conference appreciated the fact that it 
lacked the credentials to act as attorney for either side and 
hence devised machinery with the dominant idea of getting the 
real parties together to settle the matter themselves. The position 
thus taken is in the middle of the road. It doesn’t leave the 
situation with the confidence of the Commercial and Financial 
Chronicle that “employers and employees are steadily coming 
together of themselves and by themselves,” and hence “take off 
the meddling hands and keep them off,” although that attitude 
has many supporters at this time, due in part to the failures 
of the government’in the war period to guide and control with 
complete success. It does not adopt the idea expressed in 
recent Kansas legislation of deciding, if necessary, the ques- 
tions at issue for the parties and placing all who will not be 
reconciled in jail, whether there are enough jails to hold them 
or not. The strike, the lockout, picketing, boycotting, black- 
listing—none of these are prohibited. No distinction is made 
between union and non-union men. Nor is there any effort to 
force the acceptance of any findings upon either party to the 
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conflict. Legal compulsion is absent. The conference suggests 
machinery merely to get the parties together, exercising no physi- 
cal compulsion or obedience to any opinions, findings, or agree- 
ments, but relying upon wisdom, or at least a settlement, to come 
out of discussion, with no sanction pushing the parties to agree- 
ment other than that arising out of public opinion which will 
have an opportunity to read the facts.’ 

Inasmuch as the voluntary principle dominates all, in order to 
achieve to any great degree, the parties must be induced to bring 
their case before the machinery suggested. This is evident. And 
the conference has worked out a most commendable method to 
gain this end. Unanimity being necessary, there is little to be 
lost by either party in submitting disputes to the tribunals created 
and, once submitted, the purpose of the conference is accomplished; 
the parties are brought together. If one side submits its case, it 
seems reasonable that the other will join, for, although there is no 
penalty, the party which refuses will have to justify its course 
before the public, oftentimes a difficult task. By providing that 
neither party is bound to obey any finding of the regional tribunals 
which is not unanimous, and extending the right of appeal, another 
spur is given the principle of submittal. 

Whether the ease of appeal to governmental machinery will 
undermine collective bargaining of the customary type is a question. 
It would seem desirable that as many of the conflicts be settled 
outside as possible; but it is a question if employers and unions 
are as likely to reach an agreement when both parties are con- 
scious at all times of the ability to appeal. May not a host of 
trivial questions be brought before the machinery created which 
otherwise would be settled outside? The answer to the question 
depends, probably, upon the type of men who constitute the local 
boards, and the skill, foresight, and wisdom of those who guide 
the plan nationally. No one can study the problem of conciliation 
and trade agreements without a profound respect for the play of 
personalities; oftentimes both the mode and terms of the settlement 
are as much a question of men as of machinery, or the particular 


* Because of the moral persuasion which lies in an informed public opinion, William 
L. Chenery has made the exultant comment, “The public has been effectively enfran- 
chised in industrial questions.” —Survey, March 27, 1920, p. 806. 
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wrongs, actual or imagined, of which the parties complain. Given 
a man in control like ex-Commissioner Charles R. Neil, who will 
estimate lightly the possibilities of even this imperfect instrument 
to project its influence toward settlement beyond the actual opera- 
tion of the boards as such to the table where capital and labor 
meet in daily parley ?* Perhaps in practice there will be a growing 
reluctance to let the matter pass into the hands of the govern- 
ment;. certainly acquaintance and settlement of the first and 
then the second dispute will build within the two a strong tradition 
against appealing to the regional conferences. 

As might be expected Mr. Gompers has announced his opposi- 
tion to the plan suggested by the conference. After stating that 
employer and employee have gotten along nicely in all cases where 
the employer has decided not to be an autocrat, and where labor 
is unorganized no machinery can insure industrial justice, he 
brings forth the argument that the machinery created is built on 
the basis of settling disputes shop by shop. This fact, coupled 
with employee representation, which the conference recommends, 
Gompers fears will lead toward building company unions, separat- 
ting the worker from his fellows in the industry. The confer- 
ence recognizes the fact of organized labor, but to those who do 
not mince words themselves and who demand that others speak 
as boldly, the phrasing of the conference is mild; possibly it might 
have spoken of settlement on an industrial basis in somewhat 
stronger language. It declares for collective bargaining as a matter 
of principle, and if it had had the courage to recognize trade 
unionism as the effective instrument of collective bargaining, it 
might have lessened the anxiety of some of its critics. 

From the standpoint of assuring labor, also, it is unfortunate 
that the report did not give more space to employee representa- 
tion by expanding the argument contained in one small paragraph 
on page 12 of the report, “Some industries have extended the 
principles of employee representation beyond the individual plant. 
The voluntary joint councils which have thus been set up in the 

* John R. Commons criticized the preliminary report of the Conference in the 


New York Evening Post, stating that it was too elaborate and too political. “The 
President, Cabinet, and Senate cannot select competent conciliators.” 
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clothing industry, in the printing trade, and elsewhere, are fruitful 
experiments in industrial organization.” Herein was another op- 
portunity to meet Gompers’ objection. A more detailed statement 
of the experience of voluntary joint councils might have pointed out 
the need of representation to meet the problems of the individual 
shop and the impelling need of organization to meet the problems 
of the market, particularly when the market is a highly competi- 
tive one. Give labor an honest opportunity to organize within 
a shop and you make possible training, experience, and ability 
to become unionized. The employer who hands out a so-called 
representation plan with adequate safeguards to make it form 
rather than substance will hinder, of course, this achievement. 
But even those who are not acting in good faith are dealing with 
uncertain elements and those who are will welcome, possibly, 
trade organization when they seek to make concessions but find 
themselves restrained by the practices of competing firms which 
must be met in the market. The fact that the conference report 
does not contemplate the shop-committee method of settling dis- 
putes can be discovered by a studious reader; something would 
have been gained, probably, by making it so evident that he 
who runs might also read that particular fact." 

To many the plan will appear commonplace, incomplete. 
Before the machinery provided begins to function, it is necessary 
for matters to come to a crisis. There is no provision for han- 
‘dling causes which may lead up to difficulty. It deals with effects; 
seeks solely to get the parties together for one last effort to find 


Felix Frankfurter has pointed out a patent case of side-stepping which is not 
developed here. The whole subject of what the law is and what the law should be 
in relation to labor is ignored. ‘Largely because of the attitude of the law,” Mr. 
Frankfurter says, ‘trade unions have become fighting organizations and industrial 
peace has been thwarted.”—New Republic, April 7, 1920, p. 180. 

It is not difficult to perceive why the conference proved so nimble of foot. The 
failure of the first conference emphasized in the minds of the members what disagree- 
ment might entail. Unanimity was thought necessary; hence a safe document which 
reads largely, at least on the surface, as an interpretation of what is, with certain 
machinery to prevent it from expressing itself through the mediums of strikes and lock- 
outs. No ammunition is provided for either side by which it can bombard the other. 
Mr. Frankfurter wanted some Big Berthas; he believes that “truth as to contro- 
versial problems cannot be smuggled in through an innocent-looking Trojan horse!’’ 
And who will say that he is not right ? 
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out if their differences are real or imaginary. Conceivably dis- 
putes may arise because of matters lying beyond the competence 
of either of the two parties. Who will say that the cost of living 
may not be the particularly irritating factor in any dispute ? 
Yet the organization suggested is not in any way to study the fact, 
to make recommendations regarding legislation, or in any way 
to investigate the industrial unrest; it is limited to preventing 
unrest from uttering itself in interrupted production. A grant 
of power to carry on a constant study of industry, or the ex- 
tension of the work by the Department of Labor, coupled with 
the power to recommend legislation to Congress much like that now 
commonly given to public-utility and minimum-wage commissions 
would seem to be a desirable addition to the plan. 

Nevertheless, despite its side-stepping, its conservatism, and 
its imperfections, the suggestions of the Industrial Conference are 
worth while. Progress does not always come by jumps; rather 
it may be slow in gait and humble in pretence and, although the 
desire to be unanimous led to a finished result which has about 
as much daring as a political platform, yet the document has 
merit. 

Apart from the plan of settling industrial disputes, the report in- 
cludes brief discussions and recommendations in regard to collective 
bargaining, joint organization through employees’ representation, 
hours of labor, women in industry, child labor, housing, wages, 
profit-sharing and gain-sharing, thrift agencies, inflation and the 
high cost of living, public employees, agriculture, unemployment 
and part-time employment, and public employment clearing-houses. 
It does not try to argue that the interests of labor and capital 
are identical. On the whole, they are not. Nothing is to be 
gained by shrinking from the fact that the interests of particular 
groups of workers are opposed not only to the interests of par- 
ticular employers but sometimes to the welfare of certain other 
labor groups, just as the interests of a particular employer 
may conflict not only with those of labor but with those of other 
employers. And yet under our system of machine production, 
with its highly differentiated tasks, the extremes of social 
environment and the juxtaposition of unequal material holdings 
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tend to develop and intensify the belief that the interests of the 
employer and the worker are opposed, not only in some, but in all 
fields. Something may be gained through attempting, therefore, 
as the committee suggests, to organize and direct within the 
field where the interests of the two coincide. Intelligent em- 
phasis on particular points is needed rather than smearing 
generalities. The report indicates, although somewhat timidly, 
the path. 

Particularly, the discussion of employee representation will 
be helpful if business men can appreciate the significance of the 
dominant idea, ‘‘but representation is a definite principle and not 
a form,” and ‘“‘representatives must be selected by the employees 
with absolute freedom.” Conceived with the idea of settling 
petty grievances, of deciding who shall lead the company glee 
club, and similar weighty questions, employee representation offers 
no hope for the future. Fad, fancy, imitation, advertising value, 
philanthropy, or altruism will never put it ona sound basis. Nor will 
it succeed if it is instituted to prevent the introduction of unionism 
or is considered by either side to be for that purpose, whether true 
or not. But conceived in the spirit of participation, that which 
is a right by nature and not a gift, a common enterprise looking 
toward getting together to study problems patiently, seriously, 
and open-mindedly, it is not without promise as a means of elimi- 
nating the thousands and thousands of small points of daily 
friction which in the aggregate constitute a real problem. 

Desirable as the published discussions may be, the more im- 
portant result of the conferences is that certain definite machinery 
has been recommended, and this machinery, unfortunately seems 
to have many factors playing against its adoption. Not only 
is Congress unwilling to co-operate with the present adminis- 
tration, but the failure of the first conference to reach an agree- 
ment, the dissipation of public confidence that went with it, and 
the growing callousness of a public which has passed through 
both a steel strike and a coal strike and now doesn’t want to 
be bothered, make it difficult to focus attention and force an 
issue. Also, the clamorous demand for a reduction of the number 
of governmental employees with slight regard to the services 
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rendered by the particular individual or group is another factor 
with which to reckon. The plan has little emotional appeal in it; 
there are few points in it which thrill. Apparently none of the 
parties concerned are prepared to lobby for it, and those who have 
vested interests in what is, may be expected to politely ignore. 
The drive can come only from the understanding that, although 
it is a modest instrument imperfectly built, and although it 
doesn’t say that adoption means the end of industrial warfare 
and the coming of industrial peace, yet it is a safe, sane, and 
not reactionary step to take at this time. It possesses some 
possibilities, if administered intelligently. 


WILLARD E. ATKINS 
UNIVERSITY OF CHICAGO 
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Government Organization in War Time and After. By WILLIAM F. 
WitLoucHBy. New York: D. Appleton & Co., 1919. 8vo., 
pp. xix+370. $2.50 net. 

The purpose of this volume, it is stated, is to attempt a methodical 
statement and description of the various war agencies and services 
especially created in the effort to mobilize the economic resources for 
the more effective prosecution of the war and the methods of their 
operation. It thus does not take up, except incidentally, the work of 
previously existing agencies and services, such as the War, Navy, and 
Treasury departments. The special topics covered include: general 
administration; the mobilization of science, publicity agents, finance, 
industry, foreign trade, shipping, inland transportation and communica- 
tion, labor, food, and fuel; control of enemy aliens and supporters; 
aircraft construction; and war-risk insurance. 

Under each topic the problem is stated, the measures taken to meet 
it described, and the results summarized. Extensive use has been 
made of quotations from official statements, laws, proclamations, etc., 
which have been selected with discrimination, and which add to the 
accuracy and usefulness of the work. It is to be regretted that there 
are practically no references to other sources of information except to 
the forthcoming books in the same series. These summary accounts 
are well balanced, clear, and bring out the more obvious features of the 
different problems. But the deeper underlying aspects of many of the 
problems are seldom emphasized, and critical discussion of the measures 
adopted, though generally sound, has been indulged in very sparingly. 
As a result we have an excellent descriptive and narrative summary; 
for the field covered, extremely useful; and distinctly the best now 
available. And yet the opportunity open was such that one is dis- 
appointed that no more was accomplished. 

The volume is one of a series entitled ‘‘Problems of the War and 
Reconstruction.” The rest of the volumes in the series, it would appear, 
will each be devoted to a detailed account of some one of the special 
topics touched upon in this volume. Hence, in the words of the Preface, 
“What value the present work may have is thus that of furnishing a 
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general survey or picture of the whole problem of organization for the 
prosecution of the war and the manner in which this problem was met 
by the government.” Such being the case, the question at once arises 
why, if the object is to present a general survey of the whole problem 
of organization, the author should choose to deal only with the activities 
of the newly created services and omit other economic activities just 
because they happened to be carried on by branches of the government 
that had been organized previously. The disastrous result is most 
marked in dealing with the mobilization of capital, where the author’s 
account is practically limited to the work of the Capital Issues Com- 
mittees and the War Finance Corporation. It goes without saying 
that a study of the mobilization of the capital resources of the country 
for war which leaves out all government financing, the activities of the 
Treasury, and the banking system is about as useful and intelligible as 
a presentation of Hamlet with the hero omitted. 

The topical method chosen is doubtless the best, but it involves the 
danger of ignoring the interdependence of the various factors and the 
real complexity of the problem. Though these interacting factors are 
frequently pointed out, yet the general impression left with the reader 
is that the problem was far less complicated than it proved in fact. 
It was exactly because of the failure to study such interrelations that 
we had the labor, housing, transportation, and other troubles in such 
places as Bridgeport, arising from the congestion of war contracts. It 
was this same complexity which made the scarcity of shipping, in- 
adequate terminal facilities, and foreign-trade requirements in part 
responsible for the coal famine. Then too, there are the still broader 
problems of the relation of the mobilization of our economic resources 
to the similar problem of the Allies, which are only occasionally dwelt 
upon, and the relation of economic mobilization to military and diplo- 
matic strategy. But perhaps this last is asking too much. 

After all, however, the real character of the problem which this 
country had to face in its broadest and most fundamental aspects can 
only be described on the basis of a clear presentation of the character- 
istics of modern industrial society with its pecuniary, competitive, 
individualistic bases, and its specialized, interdependent, and complex 
form of organization. Why was it that the organization of industrial 
society which has been evolved for supplying our wants in times of 
peace had to be so altered, regulated, and controlled to supply our 
wants in time of war? And if the resulting modifications worked well 
in time of war, why not keep them on the return of peace? On the 
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answers to such questions, which are certainly most fundamental for an 
understanding of the problems of the government in its economic 
mobilization for war, the reader is afforded little light. 


CHESTER W. WRIGHT 
UNIVERSITY OF CHICAGO 


The Unsolved Riddle of Social Justice. By STEPHEN LEACOCK. 
New York: John Lane Co., 1920. $1.25. 

“Social and economic theory is heavy to the verge of being in- 
digestible. There is no such thing as a gay book on political economy 
for reading in a hammock” (p. 105). Nevertheless, even a book on 
political economy may be bound in a crimson cover. The Unsolved 
Riddle of Social Justice is a work by “Stephen Leacock, B.A., Ph.D., 
Litt.D., F.R.C.S., Professor of Political Economy at McGill University,” 
written for the readers of Stephen Leacock, author of Frenzied Fiction, 
etc., and intentionally gotten up to resemble the nonsense novels in 
physical appearance. 

But the style, though monosyllabic, is serious. After reviewing 
the social crisis brought on by the war, with inflated currency “lying 
upon the industrial landscape like snow” at home, and abroad “the 
fierce eyes and unshorn face of the real and undoubted Bolshevik, waving 
his red flag,” and everywhere ‘“‘the moving and shifting spectacle of 
riches and poverty, side by side, inextricable,” he turns back to the 
industrial revolution and the beginnings of competitive enterprise. The 
contrast between the early hopes of the greatest happiness of all through 
the operation of enlightened self-interest, and the later facts of cut- 
throat competition and its attendant drift toward monopoly is clear 
enough, though brief and not particularly vivid. The author reserves 
his keenest shafts for his review of modern classical economics. Here 
Mr. Leacock’s satirical powers are rather more in evidence than else- 
where. The cost-of-production theory of value, which serves him as a 
proxy for the science of political economy, comes in for a good ragging 
in the spirit of the younger group of “institutional” economists (who 
are not mentioned, however); a trained psychic might even sense the 
presence of the spirit of Mr. Veblen. Thereafter Edward Bellamy, as 
the enbodiment of socialism, is torn limb from limb in the manner of 
Richard T. Ely. This sacrament having been duly performed, the 
limbs are gathered together again in a concluding chapter of suggestions 
for the future. 
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Though its style is not that of the nonsense novels, the Unsolved 
Riddle distinctly suggests its consanguinity. After all, Mr. Leacock’s 
attacks upon established literary dogma convey to most readers not 
so much a clear impression of a coherent intellectual program as a highly 
developed technique for biffing everybody’s illusions. He lets down the 
movies as hard as he does Homer. Part of the pleasure of reading him 
lies in the fact that you never know what he is going to say—and, on 
the whole, don’t care. But this impartiality loses some of its charm in 
a book on political economy. One feels a stupid preference for some 
sort of anchorage. Certainly after seeing all and doubting all, one is 
unprepared for the concluding catalogue of “what is possible and what 
is not.” There is something about the last two sentences of the book 
that challenges the reader to try his wings in a flight of Leacockian 
humor. “The chief immediate direction of social effort should be 
towards the attempt to give to every human being in childhood adequate 
food, clothing, education, and an opportunity in life. This will prove 
to be the beginning of many things.” Can this be a case of the “inward 
smile” ? 

C. E. Ayres 


UNIVERSITY OF CHICAGO 





